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ABSTRACT 
1. Relationship IVIarketing -An Overview 
Relationships are as old as mankind. Traders and businessmen of 
yesteryears relied on relationship for their success. In the early 90s the 
concept of relationship marketing was formally introduced into the field of 
services marketing. It was established that building closer relationship with 
customers resulted in better returns to companies (Reichheld, 1993). The 
focus of relationship marketing philosophy is of the notion that making the 
most out of existing clients is essential for long term profitability. 
The development of financial service provision within the retail sector has 
offered retailers the opportunity to build closer relationships with their 
customers. Today banks have moved way from a transactional based 
marketing effort to a relationship based approach that has at its core the 
recognition of the lifetime value of the customer. 
1.1 Need for research in relationship marketing 
As the populahty of the relational paradigm grows, its applicability broadens to 
new areas beyond those with established histories of studying relationships in 
commercial settings. While to date relationships have been extensively 
studied in marketing channels, industnal, and some consumer settings in 
Western (Anglo-Saxon) cultural contexts such as Europe, US, Australia or 
UK, few studies have examined the paradigm in an Eastern cultural context 
such as Thailand, China, South Korea or Malaysia and India. The only 
exceptions include empirical studies of relationship marketing in an Asian 
market by (Aulukh, 1996). Furthermore, no studies could be located that 
specifically examined relationship marketing in a consumer service context in 
South-East Asia. A well accepted model for measuring relationship equity is 
not available in the literature as yet. 
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1.2 Various dimensions of research problem 
A number of critical research gaps still exist within the domain of relationship 
marketing theory. Though much has been written about relationship 
marketing, few studies have attempted to address the implementation of 
relationship marketing in organizations, or what it entails with the focus on 
customer satisfaction (Morris et al, 1999).Secondly, fewer empirical articles 
pertaining to this construct have appeared in the literature (Perhen and 
Ricard, 1995). Thirdly, A little attention is paid in research to consumer retail 
marketing (Reynolds and Beatty, 1999). 
In India there is growth in private and foreign banks. The national banks are 
facing a challenge in services from the private banking sector with respect to 
various services. The present study provides steps towards addressing these 
gaps. With Indian markets opening up to foreign competition, customers 
becoming more demanding and foreign institutional investors on the watch , 
the Indian banking industry will have to markedly improve its performance in 
the coming years. The prime mover for banks today is profit, with clear 
indications from the government - 'perform or perish'. This change is a result 
of the banking reforms - namely the ^Narsimham Committee 
recommendations, liberalizations and opening up of the economy in nineties 
and the government's decision to privatize the banks by reduction in state 
ownership. 
2. Review of literature 
Literature review is divided into two parts. First part deals with research 
carried out in the field of relationship marketing in banking and service 
industry. Part two deals with research carried out in the field of customer 
satisfaction in banking and service literature. 
' ( http://pib.nic.in/focus/fomore/narsim.html) 
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(Berry, 1983) formally introduced the term relationship marketing. A Paradigm 
shift in marketing from a transaction approach based upon the concept of 
exchange (Bagozzi, 1974) to relationship marketing (Gronroos, 1990) took 
place. Relationship marketing, eventually entered the marketing literature 
(Gummesson, 1993). 
Use of Information technology to focus on individual or one-to-one relationship 
with customers was researched by (Ryals and Payne, 2001). CRM is defined 
as process of acquiring, retaining and partnering with selective customers to 
create superior value for the company and the customer (Parvatiyar & Sheth, 
2000). 
Intangible assets in particular brands and customers are critical to an 
organization relationship building (Lev, 2001). Importance of both transaction 
and relationship marketing was recognized by (Gronroos, Christian, 1990). 
Customer Satisfaction in retail banking industry studied by (Jamal Ahmad, 
2002). Customer profitability management was integrated and optimized for 
the customer (Lenskold, James D, 2004). 
A positive relationship has been demonstrated between equity and 
satisfaction (Athanassopoulos, 2004). There was an evolution from product, 
or brand, management to customer management (Sheth, 2005). Building 
long-term relationships and satisfaction of the customer add value to the firm 
(Payne and Frow, 2005) (Jayachandran et al., 2005). 
3. Research Methodology 
3.1 Research objectives 
The study attempts to empirically investigate the following specific objectives: 
<• To identify the variables of customer satisfaction which result in 
relationship building in the Indian banking industry 
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<• To link customer satisfaction with performance of the banks. 
<• To investigate significant difference in customer satisfaction with various 
services provided by five different banks . 
<• To measure difference in satisfaction of services of current and savings 
account customers. 
The research was positivistic, quantitative in nature which was appropriate for 
the purpose - to test and empirically validate a measure of customer 
satisfaction with the banking industry. Consistent with Yin's (Yin, 1994) three 
research approaches, the present research is exploratory in nature; it aims to 
develop hypothesis which can be tested. It is descriptive as it provides 
description of contemporary relationship marketing practices based on 
customer satisfaction in the Indian banking sector. About fifteen customers of 
the banks were contacted and called at a suitable location and asked to 
discuss the satisfaction parameters with the bank. Three focus group 
discussions were held. Care was taken to see that all the three groups had 
representation from all the five banks. 
The research instrument has been refined several times based on the pilot 
findings and on the comments and suggestions of the experts, focus group 
discussion and literature (Levesque and McDougall, 1996). Structured non 
disguised and closed ended questions were used in customer research 
instrument. 
Each item is the employed in a seven point semantic differential scale, fully 
anchored by extremely satisfied / extremely good at one end to extremely 
dissatisfied / extremely bad at the other. Additional data on demographics was 
also collected. The questionnaire was divided into ten sections. 
3.2. Sampling Process 
The five banks chosen for the present research are State Bank of India ( SBI), 
Punjab National Bank ( PNB ), Housing Finance Corporation ( HDFC ), 
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Industrial Credit and Investment Corporation of India ( ICICI bank Ltd. ), 
Industrial Development Bank of India (IDBI). 
The banks chosen were located at Lucknow and Noida (Uttar Pradesh), Delhi 
(National capital of India) and Gurgaon (Haryana). 
In order to reduce bias in the responses first, a list of customers of the banks 
was obtained. These customers were telephonically contacted and then 
interviewed and assisted in filling the questionnaire. There were no leading or 
misleading questions used in the questionnaire. The questionnaire was 
administered only on those customers who were with the bank for at least 
three years. This was done to judge the effect of satisfaction. Sampling 
procedure used was probability, systematic sampling. Out of 2000 customers, 
we could get appointment from 700 customers. Using systematic sampling 
from the list of customers we contacted every third customer telephonically 
and appointment was taken for conducting the personal interviews over two 
year period (2003-2005). 
The researcher personally filled up the questionnaire for every respondent. 
Out of 700 customers contacted we got 560 (80%) completed questionnaires. 
4. Analysis and Results 
The very first analysis involved the variables of satisfaction with banks 
services being subjected to Principal Component Analysis, a method 
categohzed under the broad area of Factor Analysis. The sixteen variables 
were reduced to three Principal Components through vanmax rotation 
method. In our sample the Kaiser- Meyer-Olkin measure of sampling 
adequacy was .916 which greater than .5. This suggests that the data is 
adequate for factor analysis. 
Factor one had all the statements dealing with facilities provided by the bank. 
These were named as Traditional Facilities as they were Interactions with the 
bank 
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Factor two had all the statements related to convenience to the customer 
without actually going to the bank. This factor was named as Multi Channel 
banking. The statements which load into factor three are all concerned with 
how is the behavior and environment of the bank. This factor was named as 
Internal marketing. A three factor solutions best described the data. 
4.1 Reliability Analysis 
In order to assess reliability, the Cronbach alpha was determined for each 
construct (factor) identified through factor analysis. If the Cronbach alpha is 
greater than 0.7, the construct is deemed to be reliable (Teo et al.,1999). All 
constructs met reliability criteria, as the lowest alpha was .816 for factor three 
i.e. Internal Marketing. 
4.2 Relationship between the Customer Satisfaction and Performance 
of Indian Banks 
The regression equation Y=a+ bx + U was used to determine the relationship 
between satisfaction and performance Data for average sales and profit 
before interest and tax (PBIT) is calculated for four years data (Year 2000 to 
year 2003). The data was taken from ^CMIE's Prowess. The Regression 
Models establish the criteria that increase in customer satisfaction with 
respect to services provided by the banks results in better performance. The 
study aimed to establish that customer satisfaction results in building better 
relationships with customers. The Dependent Variable Taken is Performance 
of bank and the Independent Variable is Customer satisfaction. 
The following regression models are proposed to link customer satisfaction 
with Performance: 
(a) Sale / Branch on Traditional Facilities 
Sale / Branch = 92.95-26.71 Traditional Facilities 
' The Centre for iVIonitoring Indian Economy is an independent economic think-tank 
headquartered in Mumbai India. They provide information solutions in the form of databases 
and research reports. CMIE has built the largest database on the Indian economy and 
companies 
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For every one point favorable increase in satisfaction level of customers 
towards traditional facilities. An average expected sales per branch w\\\ 
increase by 26.71 crore. 
(b) Sale / Branch on multi Channel Banking 
Sale/ branch = 226.52-65.882 multi channel banking 
(c) Sale / Branch on Internal Marketing 
Sale/ branch = 115.85 -31.234 internal marketing 
(d) Sale / Employee on Traditional Facilities 
Sale/employee = 1.89-0.506 traditional facilities 
(e) Sale / Employee on Multi Channel Banking 
Sale/employee = 1.38-0.301 multi channel banking 
(f) Sale / Employee on Internal Marketing 
Sale/employee = 2.48-0.638 internal marketing 
(g) PBIT / Branch on Traditional Facilities 
PBIT/branch = 3.22 - 0.9366 traditional facilities 
(h) PBIT/ Branch on Multi Channel Banking 
PBIT/branch = 1.70-0.381 multi channel banking 
(i) PBIT/ Branch on Internal Marketing 
PBIT/branch = 4.17-1.14 internal marketing 
(j) PBIT / Employee on Traditional Facilities 
PBIT/employee= 0.153-0.044 traditional facilities 
(k) PBIT/ Employee on Multi Channel Banking 
PBIT/employee= 0.143-0.051 multi channel banking 
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(I) PBIT/ Employee on Internal Marketing 
PBIT/employee= 0.202 - 0.055 internal marketing 
The Analysis comprehensively establishes a relationship between the 
satisfaction of the customer and performance of the bank. 
Based on the integrated approach required to study customer satisfaction, 
discussed above and in line with research objectives, a study model was 
created. This proposed study model captures the empirical framework for 
both, the customers and the banks. The satisfaction model derived out of this 
study can be seen in figure 1. 
Satisfaction Model: Linking customer satisfaction with 
performance of banks 
Figure 1 
PERFOPERFORMANCE OF 
BANKS 
SALES/BRANCH 
SALES/EMPLOYEE" 
PBIT/ EMPLOYEE 
PBIT/BRANCH 
SATISFACTION OF THE 
CUSTOMER 
i 
TRADITIONAL FACILITIES 
Ho12, Ho15, Hoi8, H022 
MULTI CHANNEL BANKING 
H013, H016, H019, H023 
INTERNAL MARKETING 
H014, H017, H021, H024 
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The following hypotheses have been tested in this research: 
H011: There is no relationship between the vanables which satisfy the 
customer among each other. 
Hoi2: There is no relationship between Sales / Branch and Traditional 
Facilities provided by the bank 
Hoi3: There is no relationship between Sales / Branch and Multi Channel 
Banking. 
Hoi4: There is no relationship between Sales / Branch and Internal 
Marketing. 
H015: There is no relationship between Sales / Employee and Traditional 
Facilities. 
Hoie: There is no relationship between Sales / Employee and Multi Channel 
Banking. 
Hoi7: There is no relationship between Sales / Employee and Internal 
Marketing. 
Hois: There is no relationship between PBIT/ Branch and Traditional 
Facilities provided by the bank 
H019: There is no relationship between PBIT/ Branch and Multi Channel 
Banking. 
H021: There is no relationship between PBIT/ Branch and Internal Marketing. 
H022: There is no relationship between PBIT/ Employee and Traditional 
Facilities. 
H023: There is no relationship between PBIT / Employee and Multi Channel 
Banking. 
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Ho24: There is no relationship between Sales / Employee and Internal 
Marketing. 
H025; There is no relationship between satisfaction of the customer and 
performance of the banks. 
Ho26: There is no significant difference in satisfaction among customers of the 
five banks. 
H027: There is no significant difference in satisfaction among savings and 
current account holders with respect to satisfaction of services 
4.3 Assessing satisfaction of tiie customer separately with five 
Indian banks and their services 
The three factors which were identified with Factor Analysis namely, 
Traditional Facilities, Multi Channel Banking and Internal Marketing were put 
through one way ANOVA, Fishers test to determine whether there was any 
significant difference in satisfaction of the customer with these three 
relationship dimensions identified through factor analysis with the five banks 
taken for study in this research. 
4.4 Assessing satisfaction of the current account customers and 
savings account customers with the bank's services. 
The three relationship dimensions which were identified with Factor Analysis 
namely, Traditional Facilities, Multi Channel Banking and Internal Marketing 
were put t test to determine whether there was any significant difference 
among satisfaction of the current account customer and savings account 
customer with the five banks taken for study in this research. 
5. Conclusions and Findings 
The Findings of this study corroborate the observations of earlier researchers 
in the area of relationship marketing with focus on customer satisfaction. This 
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has resulted on focus on relationship marketing in today's competitive world. 
In this study identification of relationship dimensions is reviewed and its 
importance reinforced. 
In this study the Regression Models establish the criteria that increase in 
customer satisfaction with respect to services provided by the banks results in 
better performance by the banks. The study aimed to establish that customer 
satisfaction results in building better relationships with customers through 
better services. The current research contributes towards understanding 
relationship between satisfaction and performance. This is in line with 
empirical findings reported earlier (Anderson and Suvillan, 1993). As far as 
relational dimensions are concerned, the bank management has to ensure 
that employees are properly trained so that they can meet the needs of the 
customer. 
6. Proposed Recommendations & Suggestions 
The present study , when conceived initially had these two things in mind ie , 
the results should broaden the existing knowledge base in the area of 
relationship marketing and customer satisfaction with respect to banking 
services and the findings should also provide certain suggestions to the 
practitioners which may help in developing relevant marketing strategies. 
Though, the present study is primarily academic in nature, yet it may thgger a 
series of further studies by the practitioners themselves, which may be helpful 
in developing marketing strategies in the banking sector. 
The areas of marketing in which the findings of this study may help the 
marketers and bank managers are identification the relationship marketing 
dimensions which are important in developing satisfaction of the customer 
towards the service provided by the banks. This will also lead to retention of 
the customer. It will also help to develop strategies for retention of older 
customers by providing satisfaction through services. This will help in 
reducing the cost of acquiring new customers. Provide quality services to the 
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customer which will lead to increase in satisfaction. Customer satisfaction 
leads to better performance which has been proved in this research. Hence 
this research will help organizations to serve the customer better in order to 
satisfy, retain and provide quality of service to improve performance. 
In the light of the findings of present study it is suggested that in order to 
increase the effectiveness of relationship marketing, marketers must find out 
the satisfaction variables which help a marketer to develop long term 
relationship with the customer finally retaining him for a lifetime. This results 
in profitability to the bank and further improves performance. This is also the 
current area of research in relationship marketing called "customer equity". 
The relationship dimensions in any service industry are those which satisfy 
the customer. Hence '\n this present research we have named the 
"relationship dimensions" as the "satisfaction variables ". The relationship 
dimensions in this research are the Traditional Services, Multi channel 
banking and internal marketing. The traditional services include variables like 
demand draft facility, fixed deposits, money transfer, and locker facility. The 
customer definitely wants to get satisfied service with all these variables. Multi 
channel marketing includes debit card, credit card, tele banking, net banking 
and the ATM. With universal banking catching on today every bank is 
providing these services to the customer. Internal marketing includes 
variables like service scape, parking scape, query handling, network of 
branches, and dissemination of information along with attitude of the bank 
staff. Every customer needs satisfaction with these variables as well. We can 
infer that since the nature of services is such that interaction of the external 
customer with the internal customer is essential, satisfaction from these 
interactions play a very important role in developing relationships .The results 
in this research prove further that satisfaction of the customer vanes from 
bank to bank and from customer to customer. Further we can see that if 
banks satisfy their customers it affects the performance of the bank in terms 
of sales and profitability tremendously. 
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7. Future Research Directions 
As the geographical extent of this study was limited to Western Uttar 
Pradesh, Union territory of Delhi and Gurgaon (Haryana), India. Similar 
studies in other regions of the country would add both breadth and depth 
to our understanding of the banking services to customer and the 
requirement of the customer. 
Specific studies in detail can be conducted taking internet banking, ATM 
and tele banking. The satisfaction of the customer with respect to these 
services would provide a better insight to customer psyche. Further 
research in this direction can be on quality of service, which also leads 
to customer satisfaction. Research into Customer satisfaction leading to 
retention of the customer can be done in order to fully understand the 
dynamics of satisfaction. 
Research into internal marketing and external marketing with respect to 
banking services will also provide insight into satisfaction and the 
relational paradigm of marketing. 
Relationship marketing literature is limited to non-empirical research. 
Quantifying the relationship dimensions and understanding them will 
authenticate research in marketing in today's 'competitive environment. 
The body of research pertaining to multi channel banking and universal 
banking is presently fragmented. Although there has been lot of 
research in banking service sector but research with respect to these is 
limited. Research into these can provide better understanding of 
acceptability of newer services by the customer in India. This will also 
add to existing literature in relationship marketing and customer 
satisfaction. 
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With new private and foreign banks coming to India satisfaction of the 
customer specifically with nationalized banks can be studied and 
improvisation suggested. 
The new challenge for marketers is to pursue joint initiatives with 
Information technology. Future research might also look at developing a 
model of internet banking through information satisfaction dimension. 
Our results show that the alignment of organizational aspects (internal 
marketing) is a critical element in the CRM implementation effort. For 
example, a customer focus needs to be brought deeper into the functional 
areas of the company; it cannot be isolated among marketing managers. The 
installation of technology or CRM software (multi channel marketing) is not 
enough to ensure that a program will be profitable. Employees must be 
rewarded for engaging in CRM activities and customer-oriented behaviors. 
Banks must begin by identifying correctly the marketing challenge that they 
face in view of the adoption of multi channel banking by the customer. Banks 
must engage in a synergistic approach that aims at encouraging trial of the 
new services and remove barriers of adoption. Banks ought to work hard to 
do this in order to reap the existing profit potential from investment made in 
the newer services. The future remains bright for banks that understand the 
need to move beyond programs that merely reduce the cost of service 
delivery to marketing strategies. Banks ought to design comprehensive 
offerings that entice the desired target customer to open an account and 
maintain a profitable relationship for a lifetime. 
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APPENDICES 
Appendix 1: Results of Factor Analysis 
KMO and Bartlett's test 
Kaiser-Meyer-Olkin Measure of 
Sampling Adequacy 
Bartlett's Test of Sphericity(Approx. 
Chi-Square) 
Sig. 
,916 
4221.023 
.000 
Interpretation of Factors 
a. 
1 
2 
3 
4 
5 
b. 
6 
7 
8. 
9. 
10. 
c. 
11. 
12 
13. 
14 
15, 
16. 
Principal Component one 
Traditional Facilities 
Demand Draft facility 
Fixed deposits 
Money transfer 
Locker facility 
ATM 
Principal Component Two. 
Multi Channel Banking 
debit card 
credit card 
Tele banking 
Net Bank 
D mat 
Principal Component Three 
Internal Marketing 
Service Scape 
Parking Space 
Attitude of Bank staff 
Dissemination of information 
Query handling 
Networking 
Factor 
Scores 
,432 
.313 
.380 
7.684E-02 
-1.476E-02 
.360 
.379 
.158 
.195 
.125 
.690 
.685 
.747 
.663 
.682 
.456 
Factor 
Scores 
.311 
.229 
.264 
.219 
5.810E-02 
.570 
.564 
.854 
.814 
.695 
.247 
5.392E-02 
.256 
.290 
.273 
9.402E-02 
Factor 
Scores 
.610 
.736 
.663 
.733 
.294 
.278 
.286 
.189 
9.358E-02 
.281 
.222 
-.186 
.261 
.320 
.311 
.431 
The above factors had Eigen Value of more than 1. This is further 
confirmed through the Scree plot as seen in figure 1. 
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S c r e e P lo t 
10 11 12 13 14 15 16 
Reliability Test for Factor Analysis (Cronbach alpha) 
Factor 
Traditional Facilities 
Multi Channel Banking 
Internal Marketing 
No. of items 
05 
05 
06 
Cronbach alpha 
.863 
.869 
.816 
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Appendix 2: Regression Analysis: Linking Performance With 
Satisfaction 
Linking performance with satisfaction 
Regression 
Model 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
Dependent 
Variable 
Sales/Branch 
Sales/Branch 
Sales/Branch 
Sales/Employee 
Sales/Employee 
Sales/Employee 
PBIT/Branch 
PBIT/Branch 
PBIT/Branch 
PBIT/Employee 
PBIT/Employee 
PBIT/Employee 
Independent 
Variable 
Traditional 
Facilities 
Multi Channel 
Banking 
Internal 
Marketing 
Traditional 
Facilities 
Multi Channel 
Banking 
Internal 
Marketing 
Traditional 
Facilities 
Multi Channel 
Banking 
Internal 
Marketing 
Traditional 
Facilities 
Multi Channel 
Banking 
Internal 
Marketing 
a 
92.96 
(1.29) 
226.52 
(2.06) 
115.85 
(1.09) 
1.89 
(2.64) 
1.38 
(.662) 
2.48 
(2.39) 
3.22 
(2.54) 
1.70 
(0.44) 
4.17 
(2.17) 
0.153 
(1.33) 
0.143 
(0.58) 
0.202 
(1.23) 
(3 
-26.71 
(1.09) 
-65.88 
(1.93) 
-31.23 
(0.961) 
-0.506 
(2.08) 
-0.301 
(0.465) 
-0.64 
(2.00) 
-0.94 
(2.18) 
0.38 
(0.32) 
-1.14 
(1.93) 
0.044 
(1.14) 
.051 
(.672) 
0.055 
(1.09) 
R^  
.284 
.556 
.235 
.591 
.067 
.570 
.614 
.032 
.550 
.303 
.131 
.287 
Figures in parentheses showt-values 
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Appendix 3: Fishers Test and Independent T Test 
Significant difference in satisfaction of services 
Factor 
Traditional Facilities 
Multi Channel Banking 
Internal Marketing 
Ftest 
F(4,550)=9.57,p< .000* 
F(4,550)=3.083,p<.016* 
F(4,550)= 9.59,p< .000* 
Statistically significant at p<.05 level 
Independent Sample test (saving and current account customers) 
Factor 
Traditional 
Facilities 
Multi Channel 
Banking 
Internal Marketing 
t statistic 
-4.98 
-3.58 
-5.92 
Prob> T 
.000 
.000 
.000 
standard error 
8.752E-02 
.1081 
9.803E-02 
Page 18 
Appendix 4: Hypothesis Testing Results 
Summary of Hypothesis 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
10. 
11. 
12. 
13. 
14. 
The Satisfaction variables are 
related to each other 
There is relationship between 
Sales/ branch and Traditional 
facilities 
There is relationship between 
Sales/ branch and Multi channel 
banking 
There is relationship between 
Sales/ branch and Internal 
marketing 
There is relationship between 
Sales/ employee and Traditional 
facilities 
There is relationship between 
Sales/ employee and Multi 
channel banking 
There is relationship between 
Sales/ employee and Internal 
marketing 
There is relationship between 
PBIT/ branch and Traditional 
facilities 
There is relationship between 
PBIT/ branch and Multi channel 
banking 
There is relationship between 
PBIT/ branch and Internal 
marketing 
There is relationship between 
PBIT/ employee and Traditional 
facilities 
There is relationship between 
PBIT/ employee and Multi 
channel banking 
There is relationship between 
PBIT/ employee and Internal 
marketing 
Significance 
.000 
4221.02 (Chi 
Square Statistic) 
a 
92.96 
(1.29) 
226.52 
(2.06) 
115.85 
(1.09) 
1.89 
(2.64) 
1.38 
(.662) 
2.48 
(2.39) 
3.22 
(2.54) 
1.70 
(0.44) 
4.17 
(2.17) 
0.153 
(1.33) 
0.143 
(0.58) 
0.202 
(1.23) 
Hypothesis 
Hol l 
Rejected 
3 
-26.71 
(1.09) 
Hoi 2 Rejected 
-65.88 
(1.93) 
HOI 3 Rejected 
-31.23 
(0.961) H014 
Rejected 
-0.506 
(2.08)H015 
Rejected 
-0.301 
(0.465) HOI 6 
Rejected 
-0.64 
(2.00) H017 
Rejected 
-0.94 
(2.18)H018 
Rejected 
0.38 
(0.32) HOI9 
Rejected 
-1.14 
(1.93)H021 
Rejected 
0.044 
(1.14) H022 
Rejected 
.051 
(.672) H023 
Rejected 
0.055 
(1.09) 
H024 Rejected 
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15. 
16. 
17. 
There is Relationship between 
customer satisfaction and 
performance of the banks 
There is Significant difference in 
satisfaction of the customers of 
five banks 
There is Significant difference in 
satisfaction of current and 
savings account holders 
Traditional Facilities 
F(4,555)=9.57,p< 
,000* 
Multi Channel 
marketing 
F(4,555)= 3.083,p< 
.016* 
Internal marketing g 
F(4,555)= 9.59,p< 
.000* 
Traditional Facilities 
T( 555)=-
4.98,p<.000 
Multi channel 
Marketing T( 555)=-
3.58,p<.000-
Internal marketing 
T( 555)=-
5.92,p<.000 
H025 
Rejected 
Ho26 
Rejected 
H027 
rejected 
Figures in parentheses show t-values 
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Appendix 5: Suggested Marketing Strategies 
Summarized table for suggested marketing strategies. 
1 
a 
b 
c 
d 
e 
2 
f 
g 
h 
1 
j 
k 
1 
Relationship 
Dimensions 
Traditional 
Facilities provided 
by the bank 
Demand draft 
facility 
Fixed deposits 
Money transfer 
Locl<er facility 
ATM 
Multi Channel 
Banking facility 
provided by the 
bank 
Debit card 
Credit card 
Tele banking 
Net Banking 
Dmat 
Internal Marketing 
of the bank 
Service scape 
Parking space 
Suggested Marketing 
Strategies 
Banks should provide a quick i 
facility to meet this demand. 1 
Banks should provide a 
better rate of return. | 
Banks should adopt the ! 
concept of "Universal ! 
banking"ie anytime any where ! 
banking. | 
Banks should provide this 
facility at reasonable rent 
amount 
Essential service requirement. 
Should be provided by the ! 
bank in more number of 
places in every city. ] 
1 
i 
Card must be acceptable i 
globally. 
Card must be acceptable 
globally. 
This facility should be prompt 1 
and available, anywhere, 
anytime. 
Security issues with this 
facility should improve so that 
transaction take place. 
Essential service requirement. 
Should be provided by the 
bank 
Banks should give better \ 
satisfaction to the customer. \ 
Essential should be facilitated ' 
Page21 
m 
n 
0 
P 
4 
5 
6 
Attitude of bank 
staff 
Dissemination of 
information 
Query handling 
Networking 
Current and 
Savings account 
holders 
Improve 
performance of the 
banks 
Proposed model on 
relationship 
between 
performance and 
customer 
satisfaction. 
by the bank. 
Positive attitude of the staff 
helps in satisfying the 
customer. 
Should be Quick and efficient 
Should be handled giving 
utmost satisfaction to the 
customer. ' 
The concept of deposit / 
withdrawal and transfer of 
money should be possible at 
any branch of the bank 
throughout the country. 
The banks should provide 
specific services to each of 
these categories looking into | 
their needs. 
The satisfaction with the 
above named relationship 
dimensions will lead to :' 
improved performance in i 
terms of sales and i 
profitability. ' 
As proposed in Figure 1 
i 
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PREFACE 
The banking industry in India is undergoing a major transformation due to 
clianges in economic conditions and continuous deregulation. These multiple 
changes happening one after other has a ripple effect on the bank trying to 
graduate from completely regulated sellers market to completed deregulated 
customers market. This market presents a potentially vast untapped source 
for research and business. The Marketer has started recognizing the role of 
relationships in the service industry today. 
During the last decade we have witnessed a paradigm shift in marketing from 
a transaction approach based to relationship marketing where the focus is to 
"establish, maintain, and enhance relationships with customers and other 
partners, at a profit, so that the objectives of the parties involved are met. 
Relationship marketing is a relatively new concept emerging within the 
marketing literature over past decade. The core theme of relationship 
marketing perspectives is its focus on cooperative and collaborative 
relationship between the firm and its customers, and/or other marketing 
actors. Marketers are realizing that it costs less to retain customers than to 
compete for new ones 
There is greater opportunity for cross-selling and up-selling to a customer who 
is loyal and committed to the firm and its offerings. The centre of relationship 
marketing philosophy is the notion that making the most out of existing 
customers is essential for long term profitability. Keeping clients, developing 
relationships with them, is crucial to establishing and maintaining a 
competitive advantage in the market. 
The development of financial service provision within the retail sector has 
offered retailers the opportunity to build closer relationships with their 
customers. The development of financial services has occurred within 
increasingly competitive environments where retailers faced v\/ith limited 
growth opportunities in their core markets have sought to secure existing 
customer loyalty with schemes which establish a relationship built on retailers' 
better understanding of the customer and customers' greater involvement with 
the retailer. 
The introduction of financial services is considered within the context of 
retailers' relationships with their customers and retailers' ability to build closer 
relationships with existing and potential customers. Today banks have moved 
way from a transactional based marketing effort to a relationship based 
approach that has at its core the recognition of the lifetime value of the 
customer. This also provides greater opportunity for cross-selling and up-
selling to a customer who is loyal and committed to the firm and its offerings. 
Customer satisfaction is generally described as the full meeting of one's 
expectations. It is the feeling or attitude of a customer towards a product or 
service after it has been used. Customer satisfaction is a major outcome of 
marketing activity whereby it serves as a link between the various stages of 
consumer buying behavior. For instance, if customers are satisfied with a 
particular service offering after its use, then they are likely to engage in repeat 
purchase and try line extensions. 
Customer satisfaction is an important theoretical as well as practical issue for 
most marketers and consumer researchers and is considered the essence of 
success in today's highly competitive world of business. Thus, the significance 
of customer satisfaction for a "market and "customer focused" firm cannot be 
underestimated in today's competitive environment. Consequently, customer 
satisfaction is increasingly becoming a corporate goal as more and more 
companies strive for quality in their products and service. 
The growth in the number of published works (both academic and a 
managerial) in recent years is the testimony to the renewed interest in the 
relational marketing paradigm. 
The present study is an effort in this direction. It is hoped that the findings will 
provide a realistic insight into the dynamics of relationship marketing and the 
role of customer satisfaction in the Indian context. 
This thesis is divided into five chapters. Chapter one talks about relationship 
marketing, its importance and role of customer satisfaction. It also defines the 
objectives of this research and identifies the framework, rationale and benefits 
of this study. 
Chapter two gives a review and analysis of literature on relationship marketing 
and customer satisfaction in banking and service industry. 
Chapter three deals with the methodology and states the objectives of 
research, research design, and the research instrument administered, the 
profile of the respondents, sampling procedure, stating of the hypothesis, 
method of analysis and limitations of the study. 
Chapter four deals with analysis of results. It is an attempt in the direction 
analyzing the satisfaction with overall service parameters of the bank, factor 
analysis, identifying the principal components. Performance of banks is linked 
with satisfaction of the customers. This followed by identification of 
satisfaction with general and specific service parameters, with loan accounts, 
attributes with service quality, satisfaction with ATM services, identification of 
the demographic profile and information seeking habits of the respondents 
form an important parameter of analysis. 
Chapter five presents a summary of results and discussion. The findings are 
presented in the form of sections dealing with important relationship 
dimensions and relationship between satisfaction of the customer and 
performance of the Indian banks. It also proposes steps that may prove to be 
of help to Indian Banks to face competition in future. It further talks about 
suggestions for future research directions. 
Date: Vimi Jham 
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RELATIONSHIP MARKETING-AN OVERVIEW 
CHAPTER ONE 
Chapter overview 
This chapter talks about Genesis of Relationship Marketing as a concept and 
emphasizes the importance of building closer relationship with customer's 
results in better returns to companies. The introduction of financial services is 
considered within the context of retailers relationships with their customers 
and retailers' ability to build closer relationships with existing and potential 
customers. The chapter also discusses the need for research in relationship 
marketing, various dimensions of the research problem, elaborates on the 
developments in the Indian Banking Sector, states the broad and specific 
research objectives and finally elaborates the framework, rationale and 
benefits of the study. 
1.1 Genesis of relationship marketing as a concept 
Relationships are as old as mankind. Traders and businessmen of 
yesteryears relied on relationship for their success. In the early 90s the 
concept of relationship marketing was formally introduced into the field of 
services marketing. It was established that building closer relationship with 
customers resulted in better returns to companies (Reichheld, 1993). 
The focus of relationship marketing philosophy is of the notion that making 
the most out of existing clients is essential for long term profitability. Keeping 
clients, developing relationships with them, is crucial to establishing and 
maintaining a competitive advantage in the market. Higher cost of acquisition 
of customers has shifted emphasis to building and maintaining long term 
customer relationships to improve profitability (Ennew and Binks, 1996). 
The development of financial service provision within the retail sector has 
offered retailers the opportunity to build closer relationships with their 
customers. The development of financial services has occurred within 
increasingly competitive environments where retailers faced with limited 
growth opportunities in their core markets have sought to secure existing 
customer loyalty with schemes which establish a relationship built on retailers' 
better understanding of the customer and customers' greater involvement 
with the retailer. 
The introduction of financial services is considered within the context of 
retailers' relationships with their customers and retailers' ability to build closer 
relationships with existing and potential customers. Today banks have moved 
way from a transactional based marketing effort to a relationship-based 
approach that has at its core the recognition of the lifetime value of the 
customer. 
The growth in the number of published works (both academic and a 
managerial) in recent years is testimony to the renewed interest in the 
relational marketing paradigm (Gummesson, 1998; Morgan and Hunt, 1994; 
Reichheld, 1996). Two themes emerge from the expanding literature in the 
field (Barnes, 1995). The first is that relationships are mostly viewed from the 
perspective of the firm providing the service; and second, it is assumed that 
virtually any ongoing contact between an organization and a customer 
constitutes a relationship. For service firms in particular, forgoing strong 
customer relationships is especially important due to the intangible, 
ephemeral and often interpersonal nature of the service delivery process. 
However, to be successful in initiating and maintaining long-term relationships 
requires a clear understanding of motivations and other forces that entice 
customers to stay in a relationship. Much of the recent published work 
expounds clearly the benefits to the firm of establishing long-term loyal 
customers. Furthermore, since many service industries possess vastly 
different characteristics (credence v. experience properties; high v. low 
personal contact; continuous v. discrete transaction; membership v. non-
membership relationship; customized v. standardized, and so forth) (Kasper 
et ai, 1999), it is clear that the nature and strength of these benefits in 
impacting on the strength of a relationship may indeed vary by service type. 
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One of the main reasons for the dramatic growth in interest in relationship 
marketing (RM) has been the assertion of the benefits that it can bring to an 
organization. These benefits have taken many forms. (Rosenberg and 
Czepiel, 1984), for example, asserted that the cost of winning a new customer 
is about five times greater than the cost of retaining a current customer 
through the use of relationship marketing, (M, Reichheld and Sasser, 1990) 
further outlined the economic benefits of customer retention (which is the 
central notion of Relationship Marketing). Their claims that "companies can 
boost profits by almost 100 per cent by retaining 5 per cent more of their 
customers" inspired a new wave of research into Relationship marketing. 
(Reichheld and Sasser, 1990) also highlighted the importance of the lifetime 
value of the customer. This approach advocates the need to move away from 
a transactional view of the customer to a relationship view in order to 
maximize the return from a customer over a long period of time. Many other 
researchers have also outlined the direct economic benefits of Relationship 
marketing (Webster, 1994). 
1.2 Need for research in relationship marketing 
As the popularity of the relational paradigm grows, its applicability broadens 
to new areas beyond those with established histories of studying relationships 
in commercial settings. While to date relationships have been extensively 
studied in marketing channels, industrial, and some consumer settings in 
Western (Anglo-Saxon) cultural contexts such as Europe, US, Australia or 
UK, few studies have examined the paradigm in an Eastern cultural context 
such as Thailand, China, South Korea or Malaysia and India. The only 
exceptions include empirical studies of relationship marketing in an Asian 
market by (Aulukh, 1996). Furthermore, no studies could be located that 
specifically examined relationship marketing in a consumer service context in 
South-East Asia, 
As suggested by (Srivastava et.al, 1988) Collaborative relationship with 
customers is intangible asset with an organization; its economic value can be 
assessed using discounted future cash flows. Value of relationship is like 
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brand equity. A well accepted model for measuring relationship equity is not 
available in the literature as yet. 
Satisfaction literature defines customer satisfaction as the primary and direct 
link to outcome measures in an organization leading to building of 
relationships with customers. Relationship marketing can then be split into 
three district parts: database marketing; interaction marketing; and network 
marketing. Financial services provide retailers with the opportunity to use all 
three areas of relationship marketing more effectively. Firstly, they enable 
retailers to hold information in marketing databases they would otherwise 
lack. Secondly, they provide the opportunity for greater interaction with 
customers both in-store and remotely, through viable and valid 
communication regarding their financial services. Finally, they offer the 
opportunity to create networks with other retailers or banks (or both) when a 
decision is made to enter into a strategic alliance with these parties to provide 
financial services. 
While financial services may be seen as a means by which retailers may 
positively develop their relationship with existing customers, they may also be 
seen as a means by which retailers reduce the negative aspects of their 
relationship with financial service providers such as the banks. Also research 
into retailers' relationships with the suppliers of financial services has shown 
retailers' ability to control transaction costs or control the use of payment 
methods remains a contentious issue. 
The development of financial services within retails operations has therefore 
become of fundamental importance to a number of parties. To the retailer, 
the development of services that support existing activities provides the 
opportunity to build closer relationships with customers and address the 
customer's desire for a closer relationship within the context of core product 
sales and the opportunity to diversify into non-core areas in increasingly 
saturated core markets. For banks, it has implications for the changing 
nature of the competitive environment and those financial product areas in 
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which the retailers will choose to compete and in which they are able to pose 
a credible threat. 
According to (Kotler, P., 1992), "companies must move from a short-term 
relationship-building goal". Our thinking therefore is moving from a marketing 
mix focus to a relationship focus "There has been a shift from a transactions 
to a relationship focus" and "from an academic or theoretical perspective, the 
relatively narrow conceptualization of marketing as a profit-maximization 
problem, focused on market transactions or series of transactions, seems 
increasingly out of touch with an emphasis on long-term customer 
relationships and the formation and management of strategic alliances". 
A firm that applies a relationship-type strategy can monitor customer by 
directly managing its customer base (Gronroos, 1990). Managing the 
customer base means that the firm has at least some kind of direct 
knowledge of how satisfied its customers are and thus this helps building 
relationships them. 
Given that the literature review above suggests that relationships are 
beneficial to organizations such as retailers, that financial services can create 
closer and stronger relationships than retailers are able to create, and that 
there is a scarcity of literature within this subject area. 
1.3 Various dimensions of research problem 
A number of critical research gaps still exist within the domain of relationship 
marketing theory. Though much has been written about relationship 
marketing, few studies have attempted to address the implementation of 
relationship marketing in organizations, or what it entails with the focus on 
customer satisfaction (Morris et al, 1999).Secondly, Concepts of relationship 
marketing have been spoken about in the literature but fewer empirical 
articles pertaining to this construct have appeared in the literature (Perrien 
and Ricard, 1995). Thirdly, A little attention is paid in research to consumer 
retail marketing (Sheth and Parvatiyar, 1995; Reynolds and Beatty, 1999). 
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In India there is growth in private and foreign banks. The national banks are 
facing a challenge in services from the private banking sector with respect to 
vanous services. The concept of anytime banking, net banking, and universal 
banking is fast assuming its importance and giving challenge to the national 
banks. Competition and technology have made the banking sector proactive 
in meeting the demands of the customer. The transaction based marketing is 
no longer valid in today's environment. The importance of relationship 
marketing stems from the fact that banks need to satisfy and retain customers 
as already research suggests that acquiring customers is five times 
expensive than retaining old ones. Banks also need to cross sell and up sell 
their various products to its existing customers, hence it important for the 
banks to satisfy its customers. This affects the performance of the banks. 
The present study provides steps towards addressing these gaps. The main 
objective of the study is to study relationship marketing dimensions taking into 
account the customer satisfaction variables in the Indian Banking sector and 
develop a conceptual frame work of relationship marketing practices in Indian 
Banks by capturing the perspectives of customers. In order to do so 
relationship marketing dimensions were identified by conducting a customer 
satisfaction survey of customers of five banks. The results of the survey are 
put through statistical analysis which is then related to the performance on the 
Indian Banks. 
Relationship marketing has three possible levels namely functional, customer 
facing and company wide. In this research the focus is on customer facing 
level, building a view of the customer with respect to satisfaction with various 
service parameters and various services provided by the bank. A key 
theoretical basis for this research is the relationship marketing literature. The 
literature suggests that building and managing ongoing customer 
relationships delivers essence of marketing concept in today's competitive 
environment (Morgan and Hunt, 1994). 
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1.4 Indian banking sector 
While liberalization and reforms have thrown up a few challenges, it has also 
created opportunities for banks to increase their revenues by diversifying into 
investment banking, insurance, credit cards, mortgage financing, depository 
services and more. With the emergence of e-commerce, the way in which 
banking business is presently conducted would undergo a radical change. 
Future competition among banks will be essentially based on the twin 
platforms of technology and ability to attract talent. Telephone and Internet 
banking will gain importance and the future will see the emergence of Internet 
driven operations without a broad-based branch network. Increasing 
competition will exert pressure on bottom lines, forcing banks to cope with 
thinning margins. 
The Indian banking sector is headed for consolidation. The presence of many 
regional players will see few banks emerging as global competitors. The 
opportunity spectrum available for Indian Banks is wide today as never 
before. The economy is on a sound platform. GDP of the country is growing 
at 7 percent to 8 percent. The rural economy holds huge untapped potential, 
which the banks can exploit. While the economy is being driven by 
fundamentals, the services momentum is growing very strong, with services 
constituting 56% of the economy, as opposed to a very small percentage few 
years back. Clearly services have been the key driver in economic 
momentum of the country. 
The most expeditious and comprehensive change in the banking industry in 
recent times took place thanks to modern communication and information 
technologies. Operational costs of many financial activities came down by 
technology, adoption and modern banks like HDFC and ICICI thrived on the 
use of internet to provide information on fingertips. Reserve Bank of India 
(RBI) also pushed technological changes and advanced infrastructure in 
banks to facilitate a transparent money market along with reforms on liquidity 
adjustment facility, export credit refinance, asset-liability management and 
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cash reserve ratio. As many as twenty three public sector banks (PSB) met 
the Central Vigilance Commission directive to computerize 70% of banking 
business before January 1, 2001. 
The latest mantra today is universal banking. The trend reflects a maturing 
industry, which offers a combination of commercial banking, investment 
banking and other strategic activities. The business profile of financial 
institutions is also undergoing a profound change. The new generation private 
sector banks had a head start over other Indian banks in terms of technology. 
Net banking, which was initially seen as complementary to branch banking, 
has taken off well and now almost all functions except cash withdrawals are 
available through the internet. In effect, banks have been trying to limit a 
customer's physical return to a bank after opening an account. 
From mere phonebanking, it is now full-fledged banking online: one can 
check his account, make a fixed deposit, transfer money, cancel, all in few 
seconds. While the ATMs make sure that your cheques are taken care of a 
call or an e-mail can get you a demand draft in less than an hour at your 
doorstep. 
It is not only in technology advancement that these banks reveal; their overall 
performance has been astounding. While interest income constituted just over 
7 per cent of the assets, their low operating expenses were a mere 15.48 per 
cent of the income. This shows the cost-efficiency of these banks. 
^The remarkable growth story of the Indian banking market is appreciated 
globally now. Between 2000 and 2005, the total assets of the industry grew 
from $265 billion to $520 billion; profits grew from $1.7 billion to $5 billion. 
Current projections suggest that in 2010, industry assets would exceed $1 
tnllion, with total profits pegged between $10-$12 billion. 
^ Views expressed by Managing Director, Boston Consulting group, Business Standard , 
April 2006. 
Page 
Relationship Marketing-An Overview 
Structure of the Organized Banking Sector in India 
Figure 1.1 
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While foreign banks like Citi bank, HSBC and Standard chartered took giant 
strides in India in line with global developments, Indian banks innovated and 
customized the services to perfection. HDFC Bank is a forerunner in this 
area, while others like UTI Bank, Global Trust Bank and ICICI Bank provide 
real-time banking matching global standards. 
The significant achievement of these banks is the advancement in electronic 
services while removing customer misconceptions about online banking. 
Value added services include payment of telephone bills, utility services and 
specified assistance like taxes and credit card payments. The essential 
feature of Net banking is saving on the bank's cost and the customer's time. 
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The Indian banking sector is going through an exciting phase. Banks are 
growing at a fast clip. Public sector banks and foreign banks are also 
responding well to competition and change. Hence, the customer is the 
biggest beneficiary in terms of quality services and efficiency. We have been 
endeavoring to provide a one-stop financial shop to customers with a bouquet 
of services, realizing the customer aspirations well. In future, banks will have 
to become more customer centric, enabling technology to fulfill customer 
needs and convenience. Amid all these, cost effectiveness is the key and only 
those that achieve all the above will survive. 
With Indian markets opening up to foreign competition, customers becoming 
more demanding and foreign institutional investors on the watch , the Indian 
banking industry will have to markedly improve its performance in the coming 
years. 
1.5 Research objectives 
1.5.1. Broad objectives 
The study attempts to empirically investigate the following broad objectives: 
<• To study the dimensions of Relationship marketing in the Indian Banking 
sector with customer satisfaction as the foundation of building 
relationships and link customer satisfaction with performance of the banks. 
1.5.2 Specific objectives 
The study attempts to empirically investigate the following specific objectives: 
•:• To identify the variables of customer satisfaction which result in 
relationship building in the Indian banking industry. 
•:• To link customer satisfaction with performance of the banks. 
•:• To investigate significant difference in customer satisfaction with various 
services provided by five different banks. 
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<* To measure difference in satisfaction of services of current and savings 
account customers. 
The major objective of this research v/ork is to establish whether relationship-
marketing paradigm is appropriate to the marketing of financial services in 
nationalized and private banks in India. The dimensions of Relationship 
marketing are studied with the help of extensive literature survey in 
relationship marketing and taking customer satisfaction as the basis on 
building relationships. To be effective in the new millennium bankers must 
understand the decision making process and criteria used in selecting a bank. 
Further the upcoming of newer services to the customer in India, the 
satisfaction level of the customer with these services plays an important role 
in retaining the customer. Taking satisfaction with various services provided 
by the bank, relationship between satisfaction with the services and 
performance of the bank are determined. 
1.6 Framework of the study 
Study of relationship dimensions in the banking sector has been studied with 
the help of customer satisfaction survey and analysis using empirical tools. 
The satisfaction of the customer is linked with the performance in Indian 
banks. 
The framework of the study is as follows: 
Chapter one talks about the relationship marketing as a paradigm , defines 
the various dimensions of research problem , the need for research , the 
objective of the study , the framework, rationale and benefits of the study. 
Chapter [wo gives a review and analysis of literature on relationship 
marketing and customer satisfaction. 
Chapter three deals with the methodology and related sub headings 
pertaining to the hypothesis, research design, and instrument administered, 
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the profile of the respondents, sampling procedure, method of analysis and 
limitations of the study. 
Chapter four deals with analysis of results. It is an attempt in the direction 
analyzing the overall general service parameters of the bank, specific service 
parameters, analysis of Loan accounts, attributes with service quality, 
satisfaction with ATM services, factor analysis, performance of banks and its 
relationship with satisfaction of the customers. Assessing difference in 
satisfaction among savings and current account customers of different banks 
and assessment of satisfaction among different banks with respect to the 
customer. 
Chapter five presents a summary of results and discussion. The findings are 
presented in the form of sections dealing with important relationship 
dimensions and relationship between satisfaction of the customer and 
performance of the Indian banks. It also proposes steps that may prove to be 
of help to Indian Banks to face competition in future. It contains a section 
suggesting future research directions and managerial implication for bank 
managers. 
The research process involved the following steps. First, a literature review 
was undertaken to identify what parameters to consider in research. It 
outlines the previous research and relationship with respect to customer 
satisfaction in the banking industry. Second, In depth interviews with the help 
of focus group discussions were held with customers to establish the 
evaluation criteria and factors were identified which result in customer 
satisfaction. Third, questionnaire was constructed and it was piloted .Last, 
population and sampling procedure was established and methods of data 
collection and analysis determined. 
The questionnaire was designed with the help literature (prescriptive, 
conceptual, empirical and practitioner) and also based on pilot survey among 
practitioners which consisted of two executives ( middle and senior 
management) from each of the five banks and focus group discussions with 
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customers of these banks. It included sixteen variables which determined the 
satisfaction of the customer with five banks chosen for the study. The 
questionnaire was divided into ten sections. To measure the satisfaction of 
the customer the questionnaire was randomly administered on customers of 
these banks. The first part of the questionnaire asked the respondent the 
bank they have their account in, their experience while opening the account 
and the nature of account they have. The second part asked the respondent 
satisfaction with respect to general banking services provided on semantic 
differential scale ranging from extremely good to extremely bad (seven point 
scale, where 1- extremely good, 7- extremely bad). The third part of the 
questionnaire dealt with variables which involve transactions. The satisfaction 
with respect those was recorded on seven point semantic scale ranging from 
extremely satisfied to extremely dissatisfied , ( where 1- extremely satisfied , 
7- extremely dissatisfied ). The fourth part of the questionnaire dealt with 
satisfaction with respect to loans. The satisfaction with respect to those was 
recorded on seven point semantic scale ranging from extremely satisfied to 
extremely dissatisfied, (where 1- extremely satisfied, and 7- extremely 
dissatisfied). 
The fifth part of the questionnaire dealt with satisfaction with quality of 
services provided by the bank on seven point semantic scale ranging from 
extremely good to extremely bad, (where 1- extremely good, 7- extremely 
bad). The sixth part of the questionnaire dealt with satisfaction with ATM 
service of the bank on semantic scale ranging from extremely good to 
extremely bad , ( where 1- extremely good , 7- extremely bad ). The seventh 
part of the questionnaire asked for information on how the bank is different 
from others and who operates the account in the bank. 
The eighth part of the questionnaire asked the respondent about where they 
look for information about the bank. 
The ninth part asked them whether they refer the bank to others and how do 
the respondent make purchases. 
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The tenth part of the questionnaire obtained the demographic information of 
the customer. 
The covering letter of the questionnaire emphasized the objective of research 
and stated that the data will remain confidential. The questionnaire was 
administered to 700 customers of these banks. Out of which 560 were 
complete questionnaires. Systematic Probability is used to draw the sample 
from the population. 
The raw data was captured in a spreadsheet software package twice to 
ensure accuracy. The spreadsheet was then imported into a software 
statistical package (SPSS 10.0 for windows). Factor Analysis is used to draw 
important relationship dimensions which lead to satisfaction of the customer. 
Result of the factor analysis was put through Alpha reliability test. Difference 
in satisfaction of services provided by various banks, difference in the 
satisfaction of different account holders and difference in satisfaction among 
customers bank wise was tested. 
The factors of customer satisfaction were linked to performance of these 
banks. The performance of the banks was judged on basis of Sale per branch 
and Profit before income and tax (PBIT) per branch. Also Sale per employee 
and PBIT per employee were taken into consideration. Regression Analysis is 
used to link customer satisfaction with performance of the bank. 
Descriptive statistics was used to calculate the mean and standard deviation 
which provided a brief summary of the data. 
1.7 Rationale of the study 
The rationale behind choosing the banking sector for studying relationship 
dimensions was the competition and growth in technology which is beginning 
to set in this sector with private and foreign banks entry into India. The drive 
towards the development of relationship marketing concept stems from the 
maturing of services marketing increased recognition of potential benefits for 
the firm and the customer and technological developments (Berry, 1995). Few 
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argue against the importance of customer satisfaction being essential to 
customer loyalty within the service industry. However to achieve customer 
satisfaction, a superior level of service and customer orientation is required. 
(Heskett et al,1987). Following from a strong interest in customer satisfaction, 
relationship marketing, a new approach to customer orientation, has gained 
popularity. 
In the last few years, banking as a function, has come full circle. The prime 
mover for banks today is profit, with clear indications from the government -
'perform or perish'. This change is a result of the banking reforms - namely 
the ^Narasimhan Committee recommendations, liberalizations and opening 
up of the economy in nineties and the government's decision to privatize the 
banks by reduction in state ownership. The Committee on Banking Sector 
Reforms is headed by Shri M. Narasimhan. The Committee is required to 
review the progress in the reforms in the banking sector over the past six 
years with particular reference to the recommendations made by the 
Committee on the Financial Sector Reforms in 1991 and to chart a 
programme on Financial Sector Reforms necessary to strengthen the India's 
financial system and make it internationally competitive taking into account 
the vast changes in the international and financial markets, technological 
advances and the experience of the other developing countries in adapting to 
such changes and to make detailed recommendations in regard to the 
banking policy, institutional, supervisory, legislative and technological 
dimensions. 
With the current change in the functional orientations of banks, the entire 
purpose of banking is under redefinition. The driver's of this change are: 
changing customer needs and expectations, impact of technology, 
competition from private banks and MNC's, transparency towards 
stakeholders, government and customers. 
^ (http://pib.nic.in/focus/fomore/narsim.html) 
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The rationale for choosing these five banks namely State Bank of India (SBI), 
Punjab National Bank (PNB), Housing Finance Corporation (HDFC), 
Industrial credit and investment corporation of India (ICICI Ltd), Industrial 
development Bank of India (IDBI) was that SBI and PNB have the largest 
Network of branches in India. ICICI and HDFC were first pnvate banks to 
introduce intelligent, universal and anytime anywhere banking in India. These 
banks have strong retail presence and offer comprehensive range of 
information to the customer. 
1.8 Benefits of study 
This study has a major managerial implication for the banks today. The 
Regression Models establish the criteria that increase in customer satisfaction 
with respect to services provided by the banks results in better performance 
by the banks. The study aimed to establish that customer satisfaction results 
in building better relationships with customers through better services. Many 
service firms, including retail banks have been measuring customer 
satisfaction and quality to determine how well they are meeting the customer 
needs. (Dabholkar, 1995). The current research contributes towards 
understanding relationship between satisfaction and performance. This is in 
line with empirical findings reported earlier (Anderson and Suvillan, 1993). As 
far as relational dimensions are concerned, the bank management has to 
ensure that employees are properly trained so that they can meet the needs 
of the customer. The study also suggests that demographics play an 
important role in satisfaction of services. The study links customer satisfaction 
with performance of the banks which will help the Indian banks to embark 
upon a strategy to satisfy the customer in order to improve profitability of the 
banks (Hillier, 1999). Our findings imply that banks should take care of the 
needs of customers when introducing various services to them. Different 
customers have different needs. Thus the bank has to embark upon a 
strategy to serve customers with different occupations and educational 
backgrounds. 
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Chapter Overview 
This chapter talks about literature survey. Part one deals with research 
carried out in the field of relationship marketing in banking and service 
industry. Part two deals with research carried out in the field of customer 
satisfaction in banking and service literature. 
2.1 Research carried out in the field of relationship 
marketing in banking and service literature 
During the last decade we have witnessed a paradigm shift in marketing from 
a transaction approach based upon the concept of exchange (Bagozzi, 1974), 
to relationship marketing where the focus is to "establish, maintain, and 
enhance relationships with customers and other partners, at a profit, so that 
the objectives of the parties involved are met (Gronroos, 1990). The 
marketing mix management paradigm has dominated marketing thought, 
research and practice since it was introduced almost forty years ago. Today, 
this paradigm is beginning to lose its position (Gronroos, 1992; Sheth, 1996). 
New approaches have been emerging in market research. The globalization 
of business and the evolving recognition of the importance of customer 
retention, market economies and customer relationship economies, among 
other trends, reinforce the change in mainstream marketing. 
Relationship building and management, or what has been labeled as 
relationship marketing, is one of the leading new approach to marketing which 
eventually has entered the marketing literature (Gummesson, 1997). Trends 
in business and modern research in the area of industrial marketing, services 
marketing and customer relationship economics demand a relationship-
oriented approach to marketing. 
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Marketing the way most textbooks treat it today was introduced around 1960. 
The concept of the marketing mix and the Four Ps of marketing - product, 
price, place and promotion - entered the marketing textbooks at that time 
(McCarthy, 1960). 
(Gronroos, 1990) suggested that relationship marketing activities include long 
term customer focus, making and keeping promises, involving organization 
wide personnel in marketing activities, implementing an interactive process to 
marketing, developing a customer led service culture, acquiring and using 
customer information. (Parasuraman et ai, 1988) suggested in his research 
that customers participate in the specification and delivery of the services 
they seek; that is, they interact with the service provider during the delivery 
process. Hence relationship marketing plays an important role in the service 
delivery process. 
Relationship marketing is a relatively new concept emerging within the 
marketing literature over past decade. Berry formally introduced the term 
relationship marketing into the literature in 1983, several ideas of relationship 
marketing have emerged. (Morgan and Hunt, 1994) propounded the concept 
of building relationships expanded to several different domains, such as 
industrial buyer-seller relationships (Dwyer, Schurr, and Oh, 1987) and 
channels of distribution. Others adopted the idea of building relationships and 
extended it conceptually in various ways (Gummesson 1987; Webster, 2000). 
This body of literature discusses concepts that are relevant to relationship 
marketing, such as the influence of prior experience on future customer. 
The growth in the number of published works in recent years is testimony to 
the renewed interest in the relational marketing paradigm (Bloemer and 
Kasper, 1995; Bloemer and Lemmink, 1992; Crosby et al., 1990). Two 
themes emerge from the expanding literature in the field (Barnes, 1994). The 
first is that relationships are mostly viewed from the perspective of the firm 
providing the service; and second, it is assumed that virtually any ongoing 
contact between an organization and a customer constitutes a relationship. 
For service firms in particular, forgoing strong customer relationships is 
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especially important due to the intangible, ephemeral and often interpersonal 
nature of the service delivery process. However, to be successful in initiating 
and maintaining long-term relationships requires a clear understanding of 
motivations and other forces that entice customers to stay in a relationship. 
There are different schools of thought that have emerged in the area of 
Relationship marketing. 
They can be defined as the Nordic School, which is associated with Nordic 
countries and originated in the field of services marketing. (Gummesson, 
1997). A research group which links the Scandinivian countries is the 
Industrial Marketing group (IMG) that focuses on understanding relationships 
in business to business markets (Turnbull ,1996). Gronroos proposed two 
further schools: Anglo Australian approach based on quality, customer 
service and satisfaction and the North American approach which works on 
company and customer relationships. Over the past two decades , literature 
suggests that business across all sectors will have to change their approach 
towards marketing which now will be carried out through relationships, 
networks and interactions ( Day , 2000: Webster, 2000). 
Relationship marketing is still in its infancy as a mainstream marketing 
concept, although it has established itself as an underlying paradigm in 
modern industrial marketing and services marketing. (Fredehck Webster, 
1994) another prominent American opinion leader in marketing comes to a 
similar conclusion in a recent analysis of the current developments in 
business and in marketing: "There has been a shift from a transactions to a 
relationship focus". The relatively narrow conceptualization of marketing as a 
profit-maximization problem, focused on market transactions or series of 
transactions, seems increasingly out of touch with an emphasis on long-term 
customer relationships and the formation and management of strategic 
alliances". 
As transaction marketing means that the firm focuses on single exchanges or 
transactions at a time, the time perspective is rather short. The unit of 
analysis is a single market transaction. Profits are expected to follow from 
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today's exchanges, although sometimes some long-term image development 
occurs. In relationship marketing the time perspective is much longer. The 
marketer does not plan primarily for short-term results. His objective is to 
create results in the long run through enduring and profitable relationships 
with customers. In transaction marketing there is not much more than the 
core product, and sometimes it is the image of the firm or its brands, which 
keeps the customer attached to the seller. A firm pursuing a relationship 
marketing strategy, on the other hand, has created more value for its 
customers than that which is provided by the core product alone. Such a firm 
develops over time more and tighter ties with its customers. 
A firm that applies a relationship-type strategy can monitor customer 
satisfaction by directly managing its customer base (Gronroos, 1990). 
Consequently, in a relationship marketing situation the firm can build up an 
on-line, real-time information system. This system will provide management 
with a continuously updated database of its customers and continuous 
information about the degree of satisfaction and dissatisfaction among 
customers. This can serve as a powerful management instrument. In a 
transaction marketing situation it is impossible, or at least very difficult and 
expensive, to build up such a database. 
During the last few years there has been a growing interest in studying the 
economics of long-lasting customer relationships. (Heskett,1987) introduced 
the concept of market economies, by which he means achieving results by 
understanding the customers instead of by concentrating on developing scale 
economies. According to (Reichheld, 1993) a 5 per cent increase in retention 
grows the company's profit by 60 per cent by the fifth year". Long-term 
relationships where both parties over time learn how to best interact with each 
other lead to decreasing relationship costs for the customer as well as for the 
supplier or service provider. A mutually satisfactory relationship makes it 
possible for customers and suppliers to avoid significant transaction costs 
involved in shifting supplier or service provider. 
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Some long-lasting customer relationships, where the customers are obviously 
satisfied with what they get, are profitable even in the long run, (Storbacka, 
1993). Therefore, segmentation based on customer relationship profitability 
analysis is a prerequisite for customer retention decisions. To conclude, 
there is clear evidence that from a profitability point of view intelligent 
relationship building and customer satisfaction make sense. 
The contemporary marketing practice group (Lindgreen, et al, 2001) has 
placed emphasis on the changing role of the marketing managers towards 
building relationships. This can be seen happening over two decades. There 
is another group of researchers who say that marketing is practiced by using 
both the transaction approach and the relationship approach. (Coviello, et al, 
2001) 
With the new marketing approach it becomes imperative for businesses to 
tailor their marketing activities towards important markets, which are, the 
customer market, suppliers, the referral market, recruitment market, 
influencer market and the internal market. All these markets are important but 
the superior value is with the customer (Pepper and Rogers, 2000). CRM 
oriented businesses market their products and services through building 
relationships and interactions through business markets taking advantage of 
the IT based activity (Ryals and Payne, 2001). Relationship marketing is 
termed as Customer Relationship Management when it emphasizes the 
customer market in particular. 
CRM does no necessarily involve Information Technology. The widely 
accepted definition of CRM is "CRM is a comprehensive strategy and process 
of acquiring, retaining and partnering with selective customers to create 
superior value for the company and the customer (Parvatiyar & Sheth, 2000). 
The problem with understanding of CRM is that it means different things to 
different people for example the IMP perspective, the Nordic school and the 
UK perspective (Payne, 2005). There is lack of research in designing and 
implementation of CRM programme (Donaldson & 0' Toole, 2002). 
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Much of the work in relationship marketing originates from the marketing 
literature (Reichheld, 1996; Landberg, 2001). 
As the popularity of the relational paradigm grows, its applicability broadens 
to new areas beyond those with established histories of studying relationships 
in commercial settings. While to date relationships have been extensively 
studied in marketing channels, industrial, and some consumer settings in 
Western (Anglo-Saxon) cultural contexts such as Europe, US, Australia or 
UK, few studies have examined the paradigm in an Eastern cultural context 
such as Thailand, China, South Korea or Malaysia. The only exceptions 
include empirical studies of relationship marketing in an Asian market by 
(Avkiran,N.,K.,1994). Furthermore, no studies could be located that 
specifically examined relationship marketing in a consumer service context in 
South-East Asia. 
Relationship marketing is a part of Customer Relationship Management 
(CRM) that enables organizations to identify , attract and increase satisfaction 
and retention of profitable customers by managing relationships with them ( 
Hobby, 1999) . CRM is combination of business process and technology that 
seeks to understand a company's customers from the perspective of who 
they are, what they do and what they are like (Couldwell.C, 1998). 
The hall marks of CRM would appear to be use of individual customer 
information, gathering and integrating customer data, providing touch points 
to the customer along with value proposition, use of information and 
technology enabling to know the customer well and selective resource 
allocation. Intangible assets in particular brands and customers are critical to 
an organization according to (Lev, 2001). 
Over the last number of decades, as a result of regulatory, technological and 
changing consumer dynamics, many service organizations operated in an 
increasingly competitive and dynamic external environment. These changes 
have led to service companies trying to both recruit and retain profitable 
customers. In order to compete effectively, firms focus not only on transaction 
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and relationship marketing activities only on the balanced delivery of both. 
Apart form a small body of work (Coviello et al., 2001) the literature has 
treated transaction and relationship marketing in an isolated and non-
integrated fashion. In particular there has been limited consideration of the 
pertinent issues facing service organizations trying to integrate these two 
perspectives in practice. This article descnbes an in-depth study of a service 
organization's transaction and relationship marketing activities. In this study 
theory was used in the development of a conceptual model. This model was 
used as a framework to guide the study and data collection using one retail 
bank case. The data were analyzed in relation to the transaction and 
relationship marketing focus and activities of the bank. The findings indicate 
that resource investment in some aspects of transaction and relationship 
marketing activities, in practice, was unbalanced compared to the resource 
investment in a wide range of support activities. The study has implications 
for research and theory and to those attempting to deliver both transaction 
and relationship marketing in the context of dynamic and competitive 
environments (Lindberg-Repo, Gronroos, 2004). 
The core theme of relationship marketing perspectives is its focus on 
cooperative collaborative relationship between the firm and its customers, 
and/or other marketing actors. Marketers are realizing that it costs less to 
retain customers than to compete for new ones (Rosenberg and Czepiel, 
1984). (Dwyer, Schurr, and Oh, 1987) have characterized such cooperative 
relationships as being interdependent and long-term oriented rather than 
being concerned with short-term discrete transactions. 
Two very popular and often cited conceptualizations of relationship marketing 
activities are proposed by (Christopher et al ,1991) He put forward the 
dimensions of relationship marketing such as focus on customer retention, 
orientation on product benefits , long term scale, high customer service , 
quality is concern of all. Several marketers are also concerned with keeping 
customers for life, rather than making a one-time sale (Cannie and Caplin, 
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1991). There is greater opportunity for cross-selling and up-selling to a 
customer who is loyal and committed to the firm and its otTerings. 
Thus, ( Shani and Chalasani ,1992) define relationship marketing as "an 
integrated effort to identify, maintain, and build up a network with individual 
consumers and to continuously strengthen the network for the mutual benefit 
of both sides, through interactive, individualized and value-added contacts 
over a long period of time". 
A more popular approach with recent application of information technology is 
to focus on individual or one-to-one relationship with customers that integrate 
database knowledge with a long-term customer retention and growth strategy 
(Peppers and Rogers, 1993). 
The much referenced definition of relationship marketing states "that 
relationship marketing refers to all marketing activities directed towards 
establishing, developing and maintaining successful relational exchanges 
(Morgan and Hunt, 1994). Attempts have been made to develop models of 
relationship marketing. (Dwyer et al, 1987) developed a five phase model by 
which relationships are formed. They developed a model which outlines the 
major steps in relationship formation process and suggested that relationship 
marketing "refers to all marketing activities directed toward establishing, 
developing, and maintaining successful relationships." It was found out by 
(Storabacka, 1993) that positive critical episodes are important in 
strengthening relationships with customers. Thus managers should consider 
providing exceptional service as a useful way to being remembered and 
distinguished by clients. The long-term orientation is often emphasized 
because it is believed that marketing actors will not engage in opportunistic 
behavior if they have a long-term orientation and that such relationships will 
be anchored on mutual gains and cooperation (Ganesan, 1994). In the 
current era of hyper-competition, marketers are forced to be more concerned 
with customer retention and loyalty (Dick and Basu, 1994). As several studies 
have indicated, retaining customers is less expensive and perhaps a more 
sustainable competitive advantage than acquiring new ones. 
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There are seven major themes emerging in the relationship marketing 
literature with respect to banking industry and these are listed below: 
There has been emphasis on relationship rather than transaction to 
marketing. This means that the banks need to know who its customers are, 
and what they want (Morgan and Hunt, 1994). The understanding of the 
economics of customer retention to ensure the appropriate allocation of 
resources involves targeting certain profitable customers and maximizing the 
lifetime value of desirable customers. Recognizing that quality, customer 
service and marketing need to be integrated in a much closer manner was 
extensively researched. The research threw light on the fact that enhancing 
the quality of relationship is likely to stimulate client retention. The internal 
customers need to be trained for maintaining better relationships with the 
external customers. This can happen by providing training to the internal 
customers who are vital for a banks success. This concept was researched 
by (Berry, 1995). 
Given that the banking industry is increasingly competitive, relationship 
marketing is a means of differentiating and gaining competitive advantage. A 
research on the macro economic forces such as maturing of services, 
increase recognition of potential benefits for the firm , increased recognition of 
the potential benefits for the customer and technological advances affecting 
relationships and drive towards the development of relationship marketing 
stems from the maturing of services marketing and its benefits to customers 
was researched by (Berry , 1995). 
The overall purpose of Relationship Marketing is to improve marketing 
productivity and enhance mutual value for the parties involved in the 
relationship. Relationship Marketing has the potential to improve marketing 
productivity and create mutual values by increasing marketing efficiencies 
and/or enhancing marketing effectiveness (Sheth and Sisodia, 1995). By 
seeking and achieving operational goals, such as lower distribution costs, 
streamlining order processing and inventory management, reducing the 
burden of excessive customer acquisition costs, and through customer 
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retention economics, firms could achieve greater marketing efficiencies. They 
can enhance marketing effectiveness by carefully selecting customers for its 
various programs, individualizing and personalizing their market offerings to 
anticipate and serve the emerging needs of individual customer, building 
customer loyalty and commitment; partnering to enter new markets and 
develop new products, and redefine the competitive playing field for their 
organization. The de-intermediation process and consequent prevalence of 
CRM is also due to the growth of the service economy. Since services are 
typically produced and delivered at the same institution, it minimizes the role 
of the middlemen. Relationship Marketing is important for scholars and 
practitioners of services marketing as it involves development of a bond 
between the service provider and the user. (Bitner, 1995). 
For consumers in mass markets, relationship marketing programs usually 
take the shape of membership and loyalty card programs where consumers 
are often rewarded for their member and loyalty relationships with the 
marketers (Raphel, 1995). In business-to-business markets these may be in 
the form of preferred customer programs or in special sourcing arrangements 
including single sourcing, dual sourcing, and network sourcing, as well as 
just-in-time sourcing arrangements. The basic premise of continuity marketing 
programs is to retain customers and increase loyalty through long-term 
special services that has a potential to increase mutual value through learning 
about each other. 
One-to-one or individual marketing approach is based on the concept of 
account-based marketing. Such a program is aimed at meeting and 
satisfying each customer's need uniquely and individually (Peppers and 
Rogers, 1993). Information on individual customers is utilized to develop 
frequency marketing, interactive marketing, and after marketing programs in 
order to develop relationship with high yielding customers (File, 1992). 
Research on relationship performance is beginning to appear in the literature. 
(Kalwani and Narayandas, 1995) examined the impact of long-term 
relationships among small firms on their financial performance and conducted 
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research on developing personal relationship with clients in whom it was 
proved that the heart of private banking services lies in personal relationships 
and professional service. 
The term relationship marketing is becoming widely used, although the 
consensus on the construct is yet to be reached. Most definition offered to 
date are " couched in terms of desired outputs , and not indicate desired 
inputs or features which would enable an observer to determine if relationship 
marketing policy is being followed (Blois, 1996). He put forward following 
dimensions of relationship marketing: focus on customer retention; orientation 
on product benefits, long term scale, high customer service, quality is concern 
of all. Studies relating to the development of relationship dimensions and 
objectives are still lacking. The conceptual model on customer expectations 
presented by (Sheth and Mittal, 1996) could provide the foundation for 
research in this area. According to (Keltner and Finegold, 1996) banks are 
moving towards a relationship model of service delivery to gain a competitive 
advantage. 
(Gronroos, 1996) developed a model that deals with relationship marketing 
and value. The concept of value in relationship marketing has received a lot 
of attention developed by (Srivastava, et. al., 1998) who examined the 
economic value of CRM assets. However, not much research is reported on 
relationship enhancement processes and relationship evolution. 
Relationships help to create loyalty and satisfaction, and a number of studies 
have demonstrated their positive effects on profitability (Reichheld and 
Sasser, 1990; Rust and Zahorik, 1993; Storbacka et al., 1993).Indeed it is 
increasingly acknowledged that the concept of developing effective customer 
relationships is of importance in a variety (but not all) of marketing situations 
(Barnes, 1994) and will contribute to a firm's competitive advantage. The 
underlying phnciple behind relationship marketing is that organizations can 
enhance customer satisfaction through a relationship and in so doing can 
enhance their own performance. For such benefits to accrue, relationships 
must be developed and managed to the customer's satisfaction. 
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Given the growing concern to retain customers as v\/ell as emerging the 
knowledge about customer retention economics have led many companies to 
develop continuity marketing programs that are aimed at both retaining 
customers and increasing their loyalty (Bhattacharya, 1998). Relationship 
satisfaction for involved parties would include governance process 
satisfaction in addition to satisfaction from the results achieved in the 
relationship (Parvatiyar, Biong and Wathne, 1998). 
Developing close, cooperative relationship with customers is more important 
in the current era of intense competition and demanding customers. 
Processes for customer classification and selectivity; one-to-one relationships 
with individual customers; key account management and customer business 
development processes, frequency marketing, loyalty programs, cross-selling 
and up-selling opportunities; and various forms of partnering with customers 
including co-branding, joint-marketing, co-development and other forms of 
strategic alliances was researched by (Sheth and Parvatiyar, 2000). 
Literature on contemporary relationship banking pertaining to the 
interrelationship between the competitive environment and relationship 
banking; benefits of relationship banking; Effect of financial services industry 
and viability of relationship banking was studied by (Boot, Arnoud, 2000) and 
implementation of CRM processes has a moderately positive association with 
both perceptual and objective company performance was researched by 
(Reinartzefa/,2004). 
New service development is an imperative to suppliers in today's highly 
competitive banking markets. Communication during this process is 
important if the needs of customers are to be met functionally as well as 
economically. A shift towards relationship marketing principles and the 
implementation of CRM in the retail financial services sector has been 
studied. Many players offering personal banking and related products have 
now 'bought in' the concepts behind relationship marketing, and are investing 
heavily (particularly in new information technology) to enhance customer 
relationships and improve retention rates. This trend is considered from the 
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perspective of an organization that is one of those leading the change. Some 
of the key antecedents of customer satisfaction in retail banking have been 
ascertained where significance of customer satisfaction in the competitive 
world of business and key antecedents to the formation of overall customer 
satisfaction is studied (Jamal Ahmad, 2002). 
In recent years, the marketing literature has developed and discussed the 
concept of customer and its profitability to the organization (Blattberg, Gertz & 
Thomas, 2001; Jain & Singh, 2002; Rust, Zeithmal & Lemon, 2000). 
A study was done for marketing profitability. Organizations will always be 
attentive to maximizing profits and their success will be determined by how 
they manage the customer relationships. To contribute its full profit potential 
to the corporation, marketing must advance its customer-centric strategies 
and related measurements and analytic. Customer profitability management 
requires a multi-level marketing return on investment analysis covering a 
series of marketing activities that can be integrated and optimized for a 
customer or customer segment (Lenskold, James D, 2004). Recent research 
into marketing and its contribution to performance has been done by (Kirca et 
ai, 2005). 
The Indian Banking industry has undergone a sea change since the times of 
the British Raj where profit was the prime consideration. It then moved to the 
socialist era of seventies and eighties where serving the commonest of the 
common man in the remotest corners of India was the sole objective. During 
this period, the nationalized banks operated with a view to give access to as 
many people as possible to organized banking. Bank policies were directed 
towards the social objectives of employment generation and employee 
welfare and. Human Resource Development performed merely administrative 
and regulatory role. 
With the current change in the functional orientations of banks, the entire 
purpose of banking is under redefinition. The driver's of this change are 
changing customer needs and expectations, impact of technology and 
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competition from private banks and Multi National Corporations, transparency 
towards the government, stakeholders and customers. 
Customers in urban India no longer want to wait in long queues and spend 
hours to deposit or withdraw. They are asking one fundamental question. "If 
it's my money, why should I be kept waiting?" This change in customer 
attitude has been substantiated with the development of ATM's, Phone and 
net banking and availability or service right to their door steps. Banks like 
ICICI, HDFC and UTI are aggressively deploying ATM's and has seen their 
customer base swell. India currently has about 5000 ATM's which are 
predicted to grow exponentially to a phenomenal figure of only 30,000 ATM's 
within the next seven years. ICICI bank goes all the way to provide account 
opening facilities to the customer doorstep. Add to that, world class banking 
experience provided by private and multinational banks with their ever 
evolving products and services. All these have raised the bar of customer 
expectations. There have been indications of emergence of universal 
banking where banks aim to provide all banking product and service offerings 
under one roof. The biggest in the foray being the reverse merger of ICICI 
bank with ICICI. 
Banking as an industry has seen the maximum impact of computers and 
technology. From the days of manual records to the age of Automated Teller 
Machines, Electronic Fund Transfer's, and smart cards, IT has revolutionized 
the ways in which banks work. All these developments should leave no doubt 
in our minds about the emergence of the new age banking. A bank will be as 
virtual as it will be real. A place where customers will rely more and more on 
technology driven transactions and will choose banks that best suit their 
requirements. 
I^n the last few years, it is no wonder that the banking sector has seen a 
virtual cornucopia of new products: credit cards, tele banking, ATMs, quick 
collection facilities for outstation cheques, retail electronic fund transfer, 
^ Speech of Mr. S.P. Talwar, Dy. Governor, RBI at Institute for Development and Research In 
Banking Technology (IDRBT), Hyderabad, India.) 
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Electronic Clearing Services, Debit and Credit for repetitive payment like 
dividend, interest, utility bills, Internet Banking, etc. Now there are indications 
of moving towards the introduction of smart cards, debit cards, online banking 
for ecommerce and financial electronic direct investment for straight through 
processing." 
The liberalization of the last ten years has seen enormous competition from 
MNC's who are setting the standards of excellence in customer service and 
technology, at much lower costs due to lesser manpower and more efficient 
management systems. Indian banks have to catch up with these global 
trends and redefine their standards of operations. No wonder that many 
banks are now looking at implementation of quality standards like ISO 9000. 
Post stock market scam and with more scandals coming through after that, 
the various stakeholders are now demanding more and more transparency in 
financial transactions. This demand for transparency has driven banks to 
ensure that their bottom lines do not conceal the flaws of the system. (V.M.R. 
Nair, 2003), 
The Narasimhan committee on the banking reforms has emphasized the 
need for operational restructuring in chapter seven of the committee report: 
"The system is in an increasing competitive environment and will face new 
challenges and also new opportunities. '^ There would be more scope for 
competition both among the banks and between the banks and other players 
in the system who are more conscious of costs and who place an accent on 
efficient service. It is therefore necessary that banks equip themselves with a 
right organizational structure and even more importantly right personnel and 
system to cope with these challenges". 
With the entire banking focus now moving towards profits and profitability, it is 
imperative that employee motivation becomes one of the top phority issues 
for the banking fraternity. When the employee is motivated-customer served 
'' IBA bulletin February 2002 - Job Satisfaction among Employees: Cadre Wise - A case 
study by T. Vijay Kumar and Dr. S. Annamalai. 
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well-does more business with banks - profitability of bank goes up - benefits 
passed on to the deserving employees - employee is motivated. This circle 
of excellence is of prime importance in customer centric business processes 
that we are witnessing in banking today and more so in the years to come. (A. 
Madhok.R. Zaveri, 2003). 
Keeping pace with the forces of globalization and the dramatic advances in 
information and communication technology has hinged around continuous up 
gradation of skill and technical expertise and a high degree of professionalism 
among employees so as to ensure convergence between the goals of the 
employees and those of the institution. I^n recent years, there has been a 
growing recognition that capital and technology are replicable, but not human 
capital which needs to be viewed as a valuable resource for the achievement 
of dynamic competitive advantage (Storbacaka, 2000) suggested that banks 
are losing 8% of their customers every year due to competition within this 
industry. Thus banks want to implement relationship marketing based 
strategy. 
The new institutional economics approach uses economic theory to explain 
the development and breakdown of customer-firm relationships. For 
example, transaction cost theory (Rindfleisch and Heide, 1997) focuses on 
minimizing the cost of structuring and managing relationships and maximizing 
the returns from them. Common to all theoretical approaches in the 
relationship marketing literature is that managing relationships is beneficial for 
the firm. However, the observations have been tempered by empirical 
evidence (Niraj, Gupta, and Narasimhan, 2001; Reinartz and Kumar, 2000) 
that stresses the importance of moderating effects. Thus, it is probably not 
true that more relationship building is always better; rather, building the "right" 
type of relationship (which depends on situational factors) is critical. In other 
words, facilitators such as organizational design, adequate incentive 
schemes, and information technology resources, as well as industry, 
company, or customer structures, may affect the performance of relationship 
XIV HRD & Organization matters - RBI Annual Report 30-08-2002. 
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marketing activities. CRM process should acknowledge that relationships 
evolve with distinct phases (Dwyer, Schurr, and Oh, 1987). Thus, 
relationships cannot be viewed as multiple independent transactions; rather, 
the interdependency of the transactions creates its own dynamic over time. In 
other words, CRM processes are longitudinal phenomena. The process of 
relationship evolution can be subject to termination at any point through 
customer causes (ceasing of category consumption), competitive causes, or 
internally unintended (attrition through service problems) or internally 
intended (customer firing) causes. Relationship evolution has implications for 
the organization: Firms should interact with customers and manage 
relationships differently at each stage (Srivastava, Shervani, and Fahey 
1998). For example, (Jap and Ganesan, 2000) find that the effect of 
transaction-specific investments on relationship commitment in manufacturer-
retailer relationships is positive in the exploration and the decline phases. A 
goal of CRM is to manage the various stages of the relationship 
systematically and proactively. For example, companies systematically 
attempt to mature relationships by cross-selling and up-selling products with 
high purchase likelihood (Kamakura et al., 2002). 
Distribution of relationship value to the firm is not homogeneous (Mulhern, 
1999; Niraj, Gupta, and Narasimhan, 2001). This is a consequence of the 
increasing adoption of recent accounting practices, especially activity-based 
costing. The key advantage of activity-based costing is that firms are able to 
make profitability statements along customer relationship lines, npt only along 
product lines. This enables firms to investigate resource allocations that are 
made against the customer relationship profitability distribution. A common 
finding is that best customers do not receive their fair share of attention and 
that some companies overspend on marginal customers. In a CRM paradigm, 
a key goal is to define different resource allocations for different tiers of 
customers, where the customer's tier membership depends on the economic 
value of that customer or segment to the firm (ZeithamI, Rust, and Lemon, 
2001). The continuous balance of CRM activities at each stage (i.e., customer 
acquisition, retention, and relationship termination) should be guided by the 
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attempt to maximize the value of the set of concurrent customer relationships 
and thus should be associated with better overall company performance. 
Therefore, we define the CRM process at the customer-facing level as a 
systematic process to manage customer relationship initiation, maintenance, 
and termination. Customer Relationship Management Process across all 
customer contact points to maximize the value of the relationship portfolio. 
The CRM process entails the systematic and proactive management of 
relationships as they move from beginning (initiation) to end (termination), 
with execution across the various customer-facing contact channels. This 
necessitates both information generation through the analysis of customer 
and prospect needs and behavior and action on this information, contingent 
on the customer's value and life-cycle stage. 
2.2 Research carried out in the field of customer 
satisfaction in service and banking literature 
Satisfaction is a multi-dimensional construct, which has been conceptualized 
as a prerequisite for relationship quality. It has been attributed with three 
dimensions by (Crosby and Stevens, 1987) satisfactory interactions with 
personnel; satisfaction with the core service (the extent to which a service 
satisfies customers' needs); and satisfaction with the organization. 
Customer satisfaction is generally described as the full meeting of one's 
expectations (Oliver, 1980). Customer satisfaction is the feeling or attitude of 
a customer towards a product or service after it has been used. Customer 
satisfaction is a major outcome of marketing activity whereby it serves as a 
link between the various stages of consumer buying behavior. For instance, if 
customers are satisfied with a particular service offering after its use, then 
they are likely to engage in repeat purchase and try line extensions (East, 
1997). Customer satisfaction is widely recognized as a key influence in the 
formation of customers future purchase intentions (Taylor and Baker, 1994). 
Satisfied customers are also likely to tell others about their favorable 
experiences and thus engage in positive word of mouth advertising (Richens, 
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1983; File and Prince, 1992). Dissatisfied customers, on the other hand, are 
likely to switch brands and engage in negative word of mouth advertising. 
Furthermore, behaviors such as repeat purchase and word-of-mouth directly 
affect the viability and profitability of a firm (Dabholkar et al., 1996). A study 
conducted by (Levesque and McDougall, 1996) confirmed and reinforced the 
idea that unsatisfactory customer service leads to a drop in customer 
satisfaction and willingness to recommend the service to a friend. This would 
in turn lead to an increase in the rate of switching by customers. Research 
has proved that customer satisfaction and retention leads to profits. (Hillier, 
1999). 
In a study by (Churchill and Surprenant, 1982) reported that disconfirmation 
positively affected satisfaction. That is, when customers perceived the 
product performing better than expected, they became more satisfied. 
Further empirical research supports the notion that satisfaction is caused by 
expectations and requires considerable cognitive effort on the part of 
customers (Bearden and Teel, 1983; Cadotte et al., 1987). However, others 
argued that customers develop norms for product performance based on 
general product experiences, and these, rather than expectations are 
responsible a brand's performance and determine the confirmation/ 
disconfirmation process (Cadotte et al., 1987). Previous research also 
demonstrated a direct link between actual performance and satisfaction levels 
(Bolton and Drew, 1991; Churchill and Surprenant, 1982). More recent work 
argued that in addition to the cognitive components, satisfaction judgments 
are also dependent upon affective components as both coexist and make 
independent contributions to the satisfaction judgments (Msno and Oliver, 
1993; Westbrook and Oliver, 1991). Recently a positive relationship has been 
demonstrated between equity and satisfaction (Athanassopoulos, 2004). 
Customer satisfaction is an important theoretical as well as practical issue for 
most marketers and consumer researchers (Dabholkar et al., 1996). 
Customer satisfaction can be considered the essence of success in today's 
highly competitive world of business. Thus, the significance of customer 
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satisfaction and customer retention in strategy development for a "market 
oriented" and "customer focused" firm cannot be underestimated ( Kohli and 
Jaworski, 1990), Consequently, customer satisfaction is increasingly 
becoming a corporate goal as more and more companies strive for quality in 
their products and service (Bitner and Hubbert, 1994). 
A review of the literature suggests that our understanding of the relationship 
between customer satisfaction judgments and service quality perceptions 
remains a problematic issue (Taylor and Baker, 1994). A stream of research 
has argued that customer satisfaction judgments are causal antecedents of 
the service quality judgments (Bitner, 1990; Parasuraman etal., 1988). 
However, others have reported that it is the service quality that appears to be 
the causal antecedent of customer satisfaction (Taylor and Baker, 1994). 
This conflicting empirical evidence highlights the need for the research 
reported here as the direction of the causal link betweens satisfaction and 
service quality is likely to lead to different customer behavior outcomes, which 
in turn could have important managerial relevance (Dabholkar, 1995). More 
specifically, there can be potentially many antecedents of customer 
satisfaction, including service quality, which is probably due to the fact that 
the dimensions underlying satisfaction judgments are global rather than 
specific (Rust and Liver, 1994). Some widely reported determinants of 
customer satisfaction include service quality, expectations, disconfirmation, 
performance, desires, affect and equity (Szymanski and Henard, 2001). 
There was an evolution from product, or brand, management to customer 
management (Sheth, 2005) and from product portfolio management to 
customer portfolio management (Johnson and Seines, 2004). Using these 
data and analyses, firms began to focus on acquiring new customers, 
retaining their current customers (i.e., building long-term relationships) and 
enhancing these relationships through such activities as customized 
communications, cross selling, and the segmentation of customers, 
depending on their value to the firm (Payne and Frow,2005). Implementation 
of these Relationship Marketing solutions also required firms to have a 
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customer relational orientation (Jayachandran et al., 2005; Srinivasan and 
Moorman, 2005) and to have processes in place to collect, analyze, and 
apply the acquired customer information. Using a case study approach, 
(Ryals, 2005) showed in her research that one of the business units she 
studied was able to achieve a 270% increase in business unit profits (above 
target) by implementing several straightforward relationship marketing 
measures. Using a multi firm (cross-sectional) database, (Srinivasan and 
Moorman, 2005) show that firms that invest more in CRM activities and 
technology have greater customer satisfaction. The use of relationship 
marketing being associated with increased customer knowledge is associated 
with greater customer satisfaction. The work of (Gupta, Lehmann, and Stuart, 
2004) offers an excellent study in linking performance with satisfaction. This 
area should be of particular interest to researchers who want to demonstrate 
the link between marketing activities and shareholder value. In general, 
relationship marketing creates the potential for firms to begin to treat as firm 
investments what were previously considered marketing costs. They find that 
what customers experience, both within a particular firm and compared with 
other firms, drives what they believe they should receive or what they believe 
is fair and, thus, affects the firm's performance. 
The internal marketing rhetoric within retail banks today is inextricably bound 
to service quality and internal customer satisfaction. In rhetorical terms there 
is an emphasis within the banks studied on the importance of putting the 
customer at the center of an organization's culture and accepting that 
customer satisfaction starts from within the organization. Banks appear to 
implement the following activities as an integral part of the internal marketing 
practice with the aim of changing attitudes among employees towards 
customer and service orientation, and spreading the responsibility for 
producing good service quality throughout the organization thus resulting in 
customer satisfaction. Some of these activities are promoting the notion of 
viewing and treating others as 'internal customers', developing personnel 
towards the achievement of service quality and customer orientation, setting 
personal targets that are linked to the corporate goals of service quality and 
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customer satisfaction, delivering service quality in the internal service 
encounters, rewarding the achievement of service quality. 
Tansuhaj et al. (1991), argue that service organizations are in a better 
position to satisfy their external customers by designing internal products that 
satisfy the needs of their internal customers. The literature reviewed shows 
that there is a need to motivate and train employees to recognize the external 
customers' needs and undertake the necessary actions to satisfy them (Irons, 
1997; Cahill, 1996). Thus due to interactive nature of banking services 
customer satisfaction is of prime importance. 
This is compatible with the evidence that emerged from the literature 
reviewed which argues that satisfied employees make for satisfied customers 
(ZeithamI and Bitner, 1996). Some academics have even suggested that 
customer satisfaction can only be achieved when service employees are 
happy in their jobs (Rosenbluth, 1991). The present study's findings lend 
support to the view that internal customer satisfaction is important to the 
success of a service organization, which corroborates with the current internal 
marketing literature (Gremler et al., 1994). 
The interaction and network approach of industrial marketing and modern 
service marketing approaches, especially the one by the Nordic School, 
clearly views marketing as an interactive process in a social context where 
relationship building and management are a vital cornerstone (Webster, 
1992). 
The concept relationship marketing has emerged within the fields of service 
marketing and industrial marketing (Gummesson, 1987). The phenomenon 
descnbed by this concept is strongly supported by on-going trends in modern 
business. Establishing a relationship, for example with a customer, can be 
divided into two parts: to attract the customer and to build the relationship with 
that customer so that the economic goals of that relationship are achieved. 
An integral element of the relationship marketing approach is the promise 
concept which has been strongly emphasized. According to him the 
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responsibilities of marketing not only, or predominantly, include giving 
promises but also persuading customers as passive counterparts on the 
marketplace to act in a given way. A firm that is preoccupied with giving 
promises may attract new customers and initially build relationships. 
However, if promises are not kept, the evolving relationship cannot be 
maintained and enhanced. Fulfilling promises that have been given is equally 
important as means of achieving customer satisfaction, retention of the 
customer base, and long-term profitability (Reichheld, 1990). 
Research suggests that in the banking sector certain actions, such as 
increasing the speed of processing information and customers, are likely to 
have an important effect in terms of delighting customers; however other 
activities, such as improving the reliability of equipment, will lessen 
dissatisfaction rather than delight customers. It is more important to ensure 
that the dissatisfied customers are dealt with before the satisfiers. There are 
two areas where banks could achieve a distinct advantage, genuine 
commitment and attentiveness by front-line staff. (Johnston, 1997). 
In response to increasing competition, enhanced customer needs and 
consumer group pressure, banks have taken some steps to try to improve 
service quality over the last ten years. These developments include, for 
example, increasing the speed of handling telephone calls, improving 
attentiveness and politeness of face-to-face encounters, trying to reduce time 
spent in queues, improving the reliability of Automated Teller Machines, 
improving the environment of the banking halls and extending the availability 
of electronic and telephone banking. 
(Parasuraman et al., 1985) provided a list of ten determinants of service 
quality namely, access, communication, competence, courtesy, credibility, 
reliability, responsiveness, security, understanding and tangibles. The 
research team found a high degree of correlation between communication, 
competence, courtesy, credibility and security, and between access and 
understanding and so they combined them into two broad dimensions of 
assurance and empathy, i.e. a total of five consolidated dimensions (Berry, 
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1980). They then used the five dimensions, tangibles, reliability, 
responsiveness, assurance and empathy as the basis for their service quality 
measurement instrument, SERVQUAL (Parasuraman et al., 1988; ZeithamI et 
al., 1996). Parasuraman et al., 1988) stated that "although the relative 
importance of the categories would vary from one service industry to the next, 
we believe the determinants of service quality in most (if not all) consumer 
service industries are included in this list" (Berry, 1980). 
There are eighteen determinants of service quality providing probably the 
most comprehensive and detailed list of determinants of service quality 
satisfaction in the service industry (Johnston, 1995). The eighteen factors are; 
access, aesthetics, attentiveness/ helpfulness, availability, care, cleanliness/ 
tidiness, comfort, commitment, communication, competence, courtesy, 
flexibility, friendliness, functionality, integrity, reliability, responsiveness and 
security. (Johnston, 1998). 
(Bitner et al., 1990), identified employees' willingness to respond to a problem 
and their employees' responsiveness to customer needs as key factors in 
service quality. (Avkiran, 1994), in a study of an Australian trading bank, 
found elements of credibility and responsiveness to be the most important. In 
terms of the factors effect on satisfaction and dissatisfaction. (Silvestro and 
Johnston, 1990), inspired by Herzberg's motivating and hygiene factors 
(Herzberg et al., 1959), identified three types of factors; hygiene 
(dissatisfiers), enhancing (satisfiers) and dual factors capable of both 
satisfying and dissatisfying. They defined dissatisfying factors as those 
factors which if in evidence will cause dissatisfaction, however if they are not 
evident will not be a source of delight. A dirty banking hall may dissatisfy 
customers, however, once "clean" no end of polishing is likely to delight 
customers. Satisfiers are those factors which when improved beyond 
adequacy have a positive effect on perceptions. However, when these factors 
are either not in evidence, or poorly performed, their performance does not 
detract from customer perceptions of service quality. A teller who does not 
provide a personal greeting on the second visit to a branch is not likely to 
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dissatisfy the customer, however, if the teller does recognize the customer 
and remembers his/her name, the customer may be quite delighted. Critical 
factors are those which can be both satisfying and dissatisfying and therefore 
any changes in levels of performance can have both a negative and a positive 
effect. (Cadotte, 1987) identified a fourth category; neutral factors .Neutral 
factors are the least sensitive to changes in performance. However, the most 
comprehensive testing to date has been earned out by (Johnston, 1995). He 
concluded that the causes of dissatisfaction are not necessarily the obverse 
of the causes of satisfaction. He identified attentiveness, responsiveness, 
care and friendliness as the main sources of satisfaction, and integrity, 
reliability, responsiveness, availability and functionality as the main sources of 
dissatisfaction. 
Communication (the ability of the service to communicate with the customer 
in a way he or she will understand) cannot be ignored. Whereas care and 
communication are somewhat more neutral in their effect, functionality, 
security, reliability and integrity are seen as vital traits of a banking service. 
Failing in these factors will result in a significant degree of dissatisfaction. 
There are many areas in which managers could consider improving the level 
of service provided which will have a positive impact on customer satisfaction. 
Care (the concern, consideration, sympathy and patience shown to the 
customer), friendliness, flexibility, responsiveness and courtesy are traits 
which are not necessarily expected but, if delivered, could significantly 
influence customer perceptions of the service provided. The high-importance 
factors with a high potential to delight, such as commitment and 
attentiveness, are areas where banks might be able to develop a reputation 
for excellence. 
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CHAPTER THREE 
Chapter overview 
This chapter starts with identification of problem in the Indian Banking Sector 
followed by the methodology of research which begins by stating the 
objectives of the study .research design and instrument administered, 
sampling procedure, the profile of the respondents the stating of the 
hypotheses .method of analysis and limitations of the study. 
3.1 The problem in the Indian banking sector 
^"The vision of the Indian Banking industry is to evolve into a strong, sound 
and globally competitive financial system, providing integrated services to 
customers from all segments, leveraging on technology and human 
resources, adopting the best accounting and ethical practices and fulfilling 
corporate and social responsibilities towards all stakeholders." In India the 
most expeditious and comprehensive change in the banking industry in recent 
times took place because of revolution in modern communication and 
information technology. Operational costs of many financial activities came 
down by technology adoption by modern banks. The Indian banking sector is 
going through an exciting phase. Banks are growing at a fast clip. Public 
sector banks and foreign banks are also responding well to competition and 
change. Hence, the customer is the biggest beneficiary in terms of quality 
services and efficiency. Banks are endeavoring to provide a one-stop 
financial shop to customers with a bouquet of services, realizing the customer 
aspirations well. In future, banks have to become more customer centric, 
enabling technology to fulfill customer needs and convenience. Amid all 
these, cost effectiveness is the key and only those that achieve all the above 
will survive. 
The Indian banks Association , Banking Vision 2010. 
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With Indian markets opening up to foreign competition, customers becoming 
more demanding and foreign institutional investors are on the watch , the 
Indian banking industry will have to markedly improve its performance in the 
coming years. As mentioned previously growth in competition and technology 
have forced the banking industry towards being customer centric. To be 
customer centric banks have to develop relationship with its customers. 
In today's competitive environment relationship marketing is critical to banking 
corporate success. Banking is customer oriented services industry therefore 
customer is the focus and customer service is the differentiating factor. (Jha, 
S.M, 2000) has mentioned that banks have started realizing that business 
depends on client service and banks have started realizing the importance of 
satisfying the customer. This new awakening has compelled banks to take to 
improvement in customer service and build relationship with customers. 
Indian banking industry is embracing technology in a phenomenal way. 
Leading the fray are big players in the private and public sector banks, which 
are re-engineering and automating their core banking processes. The three 
prime questions facing the Indian banks are. Are these banks doing enough 
to sustain themselves in the future? Is the current level of technological 
evolution enough to improve bottom lines five years from now? Will they 
deliver better value for increasingly demanding and finicky customers? 
This research is focused on satisfaction of the Indian customer with Indian 
bank (national and private), whose motto is to act as a friend and confidante. 
Banking services are availed by individuals from all walks of life. Banking 
relationship is about bonding, which is created only when the employees 
develop a relationship with the customers. The endeavor of this research is to 
bring out the relationship dimensions (technically speaking the vanables) 
which play an important role in developing this relationship and in turn result 
in customer satisfaction between the customer and the bank. Finally 
satisfaction of the customer is linked with performance of the bank. 
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Today with phenomenal growth in banking sector, banks need to retain 
customers. The environment is competitive and challenging - if a customer is 
dissatisfied with the services of the bank, he has several other options to 
choose from. Therefore, the challenge for the banking sector is to retain the 
older customers. The effect of customer satisfaction leads to profits in the 
organization. Studies suggest that 95% of profits come from older customers 
via profits from sales. The existing customers are willing to pay more for 
offerings of a firm. This occurs because customers become accustomed to 
the firm, its employees and the manner in which services are delivered, 
3.2 The objective of research 
The objective of the study is to empirically investigate the following: 
<• To identify Relationship dimensions in the Indian banking Sector. 
The relationship dimensions are the factors which are responsible for 
satisfying the customer. These dimensions were identified with the help of 
literature survey and focus group discussions with customers of the banks 
and pilot survey among practitioners of the banks, 
<* To link customer satisfaction with performance of the banks. 
The customer satisfaction with banks services is linked with performance of 
the banks with the use of regression analysis. This research also tries to 
establish the importance of relationship marketing and customer satisfaction 
to the banks in today's competitive environment, 
•:• To investigate significant difference in satisfaction in services with different 
banks. 
The endeavor here is to find out the whether there is a significant difference in 
satisfaction of the customers with various services provided by the different 
banks 
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*> To investigate significant difference in satisfaction of services of current 
and savings account lioiders. 
Savings and Current account holders receive same set of services by ttie 
bank. The endeavor here is to assess whether there is any significant 
difference in their satisfaction levels. 
An understanding of how to manage relationships with customers effectively 
has become an important topic for both academicians and practitioners in 
recent years. However, the existing academic literature and the practical 
applications of relationship marketing strategies do not provide a clear 
indication of what specifically constitutes CRM processes. In this study 
conceptualization along with validation of the construct and empirical 
investigation of the customer satisfaction variables and performance of banks 
is studied. The research questions are addressed across five different banks. 
The first key outcome is a theoretically sound relationship marketing process 
measures that outlines three key relationship dimensions. The second key 
result is that the implementation of CRM processes has a moderately positive 
association with both perceptual and objective bank performance. 
3.3 Hypotheses of the study 
For the purpose of achieving the objectives of the study hypothesis were 
presumed. These were formed on the basis satisfaction with services, 
satisfaction of the customers in different banks under study, satisfaction level 
of current and savings account holders and performance of the banks. The 
research hypotheses were formulated with respect to the specific 
relationships in the conceptual framework. These relationships between the 
variables are the major concern of the study. The rationale for each 
relationship stems from the results of previous studies, from theories and from 
reasoning. 
The study is primarily based on the premise that services provided by the 
bank is the - independent variable - and satisfaction of current and savings 
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account holders, satisfaction of customers in different banks under study are 
dependant variables. 
Satisfaction of the customer is independent variable and performance of the 
banks - dependant variables. The performance of the banks is based upon 
Sales and Profit before interest and tax (PBIT) .The dependant variables are 
independent of each other. The hypothesis in the following is reflective of this 
premise. These hypotheses have been tested in the next chapter four, 
Analysis and Interpretation of Data. 
Hon: There is no relationship between the variables, which satisfy the 
customer among each other. 
H012: There is no relationship between Sales/ Branch and Traditional 
facilities provided by the bank 
H013: There is no relationship between Sales / Branch and Multi Channel 
Banking. 
Hoi4: There is no relationship between Sales / Branch and Internal 
Marketing. 
H015: There is no relationship between Sales / Employee and Traditional 
facilities. 
H016: There is no relationship between Sales / Employee and Multi Channel 
banking. 
H017: There is no relationship between Sales / Employee and Internal 
Marketing. 
Hois: There is no relationship between PBIT/ Branch and Traditional facilities 
provided by the bank 
H019: There is no relationship between PBIT/ Branch and Multi Channel 
Banking. 
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H021: There is no relationship between PBIT/ Branch and Internal Marketing. 
H022: There is no relationship between PBIT/ Employee and Traditional 
facilities. 
H023: There is no relationship between PBIT / Employee and Multi Channel 
banking. 
H024: There is no relationship between Sales / Employee and Internal 
Marketing. 
H025: There is no relationship between satisfaction of the customer and 
performance of the banks. 
Ho26: There is no significant difference in satisfaction among customers of 
the five banks. 
H027: There is no significant difference in satisfaction among savings and 
current account holders with respect to satisfaction of services 
3.4 Research design 
The research was positivistic, quantitative in nature which was appropriate for 
the purpose - to test and empirically validate a measure of customer 
satisfaction with the banking industry. One problem constantly faced by the 
researchers in this area relates to reliability, validity and inherent bias in the 
data collected from customers. The present study tried to reduce this 
discrepancy with the help of availability of hard evidence based on a rigorous 
research methodology which is mandatory for the development of reliable 
valid and pragmatic diagnostic instruments by researchers, in order to 
enhance the process of theory building. Consistent with Yin's, (Yin, 1994) 
three research approaches, the present research is exploratory in nature; it 
aims to develop hypothesis which can be tested. It is descriptive as it 
provides description of contemporary relationship marketing practices based 
on customer satisfaction in the Indian banking sector. It is not explanatory as 
its does not test any causal relationships. 
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3.4.1 The research instrument 
The research instrument (Appendix IV & V) consisted of structured 
questionnaire and the respondents were required to indicate their responses 
with the help of the interviewer. Questionnaire survey has been widely 
acknowledged as an efficient tool for assessing the perceptions of individuals 
/ organizations on a particular subject. Pilot testing of the measurement 
instrument was necessary to validate the items and the whole scale. This is 
because some of the measurement items were developed or modified for the 
purposes of this research and because the questions in the instrument were 
newly compiled to form a new questionnaire. The pilot testing was conducted 
in a series of steps. Before the final survey instrument was set up, a 
preliminary questionnaire was developed and tested to validate the scale 
items to be used in the study. Pilot testing of the measurement instrument 
was necessary to validate the items and the whole scale. This is because 
some of the measurement items were developed or modified for the purposes 
of this research and because the questions in the instrument were newly 
compiled to form a new questionnaire. The pilot testing was conducted in a 
senes of steps. Before the final survey instrument was set up, a preliminary 
questionnaire was developed and tested to validate the scale items to be 
used in the study. The development of the measurement scales for this 
research followed the procedures recommended by (Churchill, 1979) and 
(DeVellis, 1991) for developing a standardized survey instrument. The initial 
task in developing the scale was to devise the item pool from previous 
studies. Then, the preliminary survey questionnaire was distributed to bank 
managers and experts to gain their feedback regarding the content, layout, 
wording and ease of understanding the measurement items. They were also 
asked to offer suggestions for improving the proposed scale and to edit the 
items to enhance clarity, readability, and content adequacy. The feedback 
was taken into account in revising the questionnaire. The questionnaire was 
designed finally with the help literature (prescriptive, conceptual, empirical 
and practitioner) based on pilot survey among practitioners which consisted of 
two executives middle and senior management) from each of the five banks 
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and focus group discussions with customers. About fifteen customers of the 
banks were contacted and called at a suitable location and asked to discuss 
the satisfaction parameters with the bank. Three focus group discussions 
were held. Care was taken to see that all the three groups had representation 
from all the five banks. The discussion points were noted down. The 
discussion was moderated by a moderator and later on interpreted. The result 
of the discussion was used in development of the questionnaire. The 
instrument has been refined several times based on the pilot findings and on 
the comments and suggestions of the experts. The banking sector has been 
chosen because satisfaction with service plays a significant role in high 
involvement (high interaction between the customers and service providers) 
industries like banks (Levesque and McDougall, 1996; Angur et al, 1999). In 
this context, customer satisfaction could be identified as a composite of 
overall attitudes that customers have towards the bank. The questionnaire 
was modified where necessary to suit the context of Indian Banking. 
Following Levesque and McDougall, 1996, three frequently used measures of 
customer satisfaction (overall service quality, meeting of expectations and 
satisfaction with the services) were used in the present research. Banks have 
along term business relationship with customers. The complete instrument 
consists of sixteen items spread over sixteen dimensions presented in 
appendix IV. 
The items with respect to various dimensions have been jumbled and 
arranged in random order. Data was collected from customers of the different 
banks (public and private). 
Each item employed a seven point Semantic Differential scale, fully anchored 
by extremely satisfied / extremely good at one end to extremely dissatisfied / 
extremely bad at the other. Additional data on demographics was also 
collected. 
The questionnaire was divided into ten sections. To measure the satisfaction 
of the customer the questionnaire was randomly administered on customers 
of these banks. The first part of the questionnaire asked the respondent the 
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bank they have their account in, their expehence while opening the account 
and the nature of account they have. The second part asked the respondent 
satisfaction with respect to general banking services provided on semantic 
differential scale ranging from extremely good to extremely bad (seven point 
scale, where 1- extremely good, 7- extremely bad). 
The satisfaction level of services was based on the following six items: 
General Banking Services 
Table 3.1 (a) 
1 
2 
3 
4 
5 
6 
Service Scape (interiors) 
Parking Space 
Attitude of the bank staff 
Dissemination of Information 
Promptness in query handling 
Networking (branches) 
The third part of the questionnaire dealt with variables, which involve 
transactions. The satisfaction with respect those was recorded on seven point 
semantic scale ranging from extremely satisfied to extremely dissatisfied, 
(where 1- extremely satisfied, 7- extremely dissatisfied). 
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The satisfaction with transaction of services included the 
following 11 items; Table 3.1(b) 
Services Involving Transactions with the Customer 
Table 3.1(b) 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
ATM 
Debit Card 
Credit Card 
Demand Draft Facility 
Fixed Deposits schemes 
Money Transfer 
Locker Facility 
D-mat Facility 
Tele Banking 
Mobile Banking 
Net Banking 
The fourth part of the questionnaire dealt with satisfaction with respect to 
loans. The satisfaction with respect to those was recorded on 7 point 
semantic scale ranging from extremely satisfied to extremely dissatisfied, 
(where 1- extremely satisfied, 7- extremely dissatisfied). The satisfaction with 
loans facility provided by the bank included the following 6 items: Table 3.1 (c) 
Types of Loans 
Table 3.1(c) 
1 
2 
3 
4 
5 
6 
Home loans 
Car loans 
Personal loans 
Education loans 
Business loans 
Overdraft facility/ limits 
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The fifth part of the questionnaire dealt with satisfaction with quality of 
services based on the following 10 items on point semantic scale ranging from 
extremely good to extremely bad , ( where 1- extremely good , 7- extremely 
bad ).Table 3.1(d) 
Quality of Banks Services 
Table 3.1(d) 
1 
2 
3 
4 
5 
6 
7 
Processing time 
a) Pass book updation 
b) Cheques 
c) Withdrawal/deposition 
d) Loan sanction 
Procession fee 
Acceptability (debit/credit cards) 
Paperwork involved in operation 
Working days 
Working hours 
Value added services 
The sixth part of the questionnaire dealt with satisfaction with ATM service of 
the bank on semantic scale ranging from extremely good to extremely bad , ( 
where 1- extremely good , 7- extremely bad ) for the following 5 items Table 
3.1(e) 
ATM services of the Banks 
Table 3.1(e) 
1 
2 
3 
4 
5 
Proximity 
Linguistic Variance 
Cash limits 
Efficiency 
Password based secunty 
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The seventh part of the questionnaire asked for information on how the bank 
is different from others and who operates the account in the bank. 
The eighth part of the questionnaire asked the respondent about where they 
look for information about the bank. 
The ninth part asked them whether they refer the bank to others and how do 
the respondent make purchases. 
The tenth part of the questionnaire obtained the demographic information of 
the customer. The research instrument because of practical difficulties was 
administered on the respondents in two languages i.e. ^English (appendix IV) 
and Hindi (appendix V). The Hindi version of the questionnaire was in a 
format which is commonly spoken in Western Uttar Pradesh. Thus the Hindi 
translated version of the research instrument too had some transliterated and 
/ actual English words. As an additional precaution , the Hindi version was 
first pre tested on a representative sample and further tested on originality by 
"back translation " method ( Green and White , 1976) , whereby the English 
original is translated into foreign language and then back translated into 
English to check for questionnaire dissimilarities. 
3.4.2 Scale refinement and validation 
A crucial aspect in the evolution of a fundamental body of knowledge in any 
management theory is the development of genuine measures to obtain valid 
and reliable estimates of the organization level and their relationships to 
another. Unless reliability and validity are established, it is hard to 
standardize the measurement scales, without which it is difficult to know 
whether the scales actually measure what they are, suppose to measure. In 
present research data was collected through a field survey and then the 
collected data was factor analyzed in order to unearth the latent factors based 
' In India, English is widely spoken and understood and also because the sample consisted of 
educated respondents who understood English. Thus, majority of the respondents had no 
problem in responding to the English version of the questionnaire. 
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on factor loadings. Then the instrument was subjected to tests of reliability 
and validity, thereby ensuring operationalization and standardization. 
The technique used in this research is Exploratory Factor Analysis. 
3.4.3 Reliability and validity 
Several measures of reliability can be evaluated in order to establish the 
reliability of a measuring instrument. Reliability is operationalized as internal 
consistency, which is degree of inter correlations among the items that 
constitute the scale (Nunnally, 1988). Internal consistency is estimated using 
a reliability coefficient called Cronbach's alpha (Cronbach, 1951). Internal 
consistency refers to the ability of a scale item to correlate with other items in 
the scale that are intended to measure the same construct. Items measuring 
the same construct are expected to be positively correlated with each other. A 
common measure of the internal consistency of a measurement instrument is 
Cronbach's alpha. If the reliability is not acceptably high, the scale can be 
revised by altering or deleting items that have scores lower than a pre-
determined cut-off point. If a scale used to measure a construct has an alpha 
value greater than 0.70, the scale is considered reliable in measuring the 
construct (Hair, Anderson, Tatham, & Black, 1998; Nunnally, 1978; Leedy, 
1997). According to Schuessler (1971), a scale is considered to have good 
reliability if it has an alpha value greater than 0.60. Hair et al. (1998) suggest 
that reliability estimates between 0.6 and 0.7 represent the lower limit of 
acceptability for reliability estimates. The determination was made, therefore, 
to use an alpha value greater than 0.6 for the reliability estimates in this 
research. 
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The Cronbach's alpha values for a IT l b e sixteen scales (three principal 
components) is shown in Table 3.2 
Reliability Test 
Table 3.2 
Factor 
Traditional Facilities 
Multi Channel Banking 
Internal Marketing 
No. of items 
05 
05 
06 
Cronbach alpha 
.863 
.869 
.816 
All the values well exceed the obligatory requirement, thereby testifying that 
all the sixteen scales are internally consistent and have accepted reliability 
values in their original form. 
Validity represents how well a variable measures what it is supposed to. 
Validity is important in descriptive studies: if the validity of the main variables 
is poor, you may need thousands rather than hundreds of subjects. 
The validity of a scale may be defined as the extent to which differences in 
observed scale scores reflect true differences among objects on the 
characteristic being measured rather than systematic or random error. 
Researchers may assess content validity, criterion validity or construct 
validity. There are different types of measurement validities. Content validity is 
the full content of a concept's definition included in the measure and includes 
a broad sample of what is being tested, emphasizes important material, and 
requires appropriate skills. Criterion Validity is the measure consistent with 
what we already know and what we expect. 
Predictive validity predicts a known association between the construct you're 
measuring and something else. Concurrent validity is associated with pre-
existing indicators; something that already measures the same concept. 
Construct Validity shows that the measure relates to a variety of other 
measures as specified in a theory. Convergent Validity is the extent to which 
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the scale correlates positively with other measures of the same construct. 
Discriminant Validity is the extent to which a measure does not correlate with 
other constructs from which it is supposed to differ. Nomological validity is the 
extent to which the scale correlates in theoretically predicted ways with 
measures of different but related constructs. Content validity Is the full content 
of a concept's definition included in the measure. It includes a broad sample 
of what is being tested, emphasizes important material, and requires 
appropriate skills. A conceptual definition can be thought of as the 'space" that 
contains ideas and concepts. 
The validity of a measurement instrument refers to how well it captures what it 
is designed to measure (Rosental & Rosnow, 1984). Several different types of 
validity are of concern: content validity, the degree of correspondence 
between the items selected to constitute a summated scale and its conceptual 
definition; criterion validity, the degree of correspondence between a measure 
and a cnterion variable, usually measured by their correlation; and construct 
validity, the ability of a measure to confirm a network of related hypotheses 
generated from a theory based on constructs. 
In this research, the content validity of the measurement instrument was 
assessed by asking experts to examine it and provide feedback for revision. 
The expert panel included professors and bank managers. After they 
reviewed the questionnaire, changes were made to clarify and eliminate 
ambiguous statements in instructions and questions according to their 
recommendations. 
3.5 The sampling procedure 
Data was collected by means of a questionnaire administered to the 
customers of the five banks chosen for present research. The five banks 
chosen for the present research are State Bank of India ( SBI) , Punjab 
National Bank ( PNB ) , Housing Finance Corporation (HDFC ), Industrial 
credit and investment corporation of India (ICICI bank Ltd)., Industrial 
development Bank of India (IDBI). These banks were chosen because SBI 
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and PNB have the largest Network of branches in India. ICICI and HDFC and 
IDBI were first private banks to introduce intelligent banking in India. These 
banks have strong retail presence and offer comprehensive range of 
information to the customer. The banks chosen were located at Lucknow and 
Noida (Uttar Pradesh), New Delhi (National capital of India) and Gurgaon 
(Haryana). In order to reduce bias in the responses first, a list of customers of 
the banks was obtained. These customers were telephonically contacted and 
then interviewed and assisted in filling the questionnaire. There were no 
leading or misleading questions used in the questionnaire. The questionnaire 
was a non disguised one. This would bring objectivity in the analysis 
.Secondly, In order to get a representative heterogeneous sample of 
respondents it was decided to collect data from four cities in India. 
Thirdly, the questionnaire was administered only on those customers who 
were with the bank for at least three years. This was done to judge the effect 
of satisfaction. These steps hopefully may reduce the respondent's bias, if 
any, to a great extent. 
The sample of respondents was chosen using probability sampling. Within 
probability, systematic sampling was used. From the entire five banks we 
acquired a list of 2000 customers who have been with the bank for at least 
three years. Out of list of 2000 customers, we could get appointment from 700 
customers. Using systematic sampling from the list of customers we 
contacted every third customer telephonically and appointment was taken for 
conducting the personal interviews over two year period (2003-2005). 
Although cooperation was generally good there were some refusals to 
participate in the study due to time pressure on part of respondents and 
hesitation on the part of the individual to part with information. The researcher 
personally filled up the questionnaire for every respondent. 
Out of 700 customers contacted we got 560 (80%) completed questionnaires. 
The various categories of the demographics were coded in Table 3.3(a). 
Page 5/ 
Research Methodology 
3.5.1 Demographic information of the customer (Sample profile) 
The sample size of this research consisted of 70% males and 30% females. 
51 % are married and 48% unmarried, rest of the categories was insignificant. 
29% respondents had monthly income of Rs.10000-Rs.20000, 27% between 
Rs.20000-Rs.30000., 20% had income of less than Rs.10000, and 16% had 
income between Rs.30000-40000. The sample size had 33% respondents 
less than 25yrs, 
27% between 25-35 yrs, 24% between 35-45 yrs, 12% between 45-55yrs. 
52% are postgraduates, 41% are graduates, and 4% are undergraduates, 3% 
higher secondary and 1.3% secondary. 
46% are in the service either public, private or government. 25% are self 
employed, 23% are students, 5% are home makers and 1.6 % is retired. This 
can be seen table 3.3(a) and the following Figures. The Sample profile is 
shown in Table 3.3(b). 
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Demographic Information of the Customer 
Table 3.3(a) 
Demographics 
1.Gender 
a. Male 
b. Female 
2. Marital Status 
a. Married 
b. Unmarried 
c. Widow 
d. Separated 
e. divorced 
3.Monthly Family Income 
a. Less than Rs. 10000 
b.Rs.10000-Rs,20000 
c. Rs.20000 - Rs. 30000 
d. Rs.30000-Rs,40000 
e. More than Rs.40000 
4. Age 
a. Less than 25 yrs 
b. 25-35 yrs. 
c. 35-45yrs 
d. 45-55 yrs 
e. More than 55 
5. Education 
a. Secondary 
b. Higher Secondary 
c. Undergraduate 
d. Graduate 
e. Post Graduate 
6. Occupation 
a. Home maker 
b. Service 
c. Self employed 
d. Retired 
e. Students 
Coding 
1 
2 
1 
2 
3 
4 
5 
1 
2 
3 
4 
5 
1 
2 
3 
4 
5 
1 
2 
3 
4 
1 
2 
3 
4 
5 
Percentage 
69.9 
30.1 1 
50.8 
48.5 i 
0.2 \ 
0.4 
0.2 
19.6 
28.6 
27.0 
16.2 i 
8.5 , 
32.8 ; 
27.0 
23.8 i 
11.9 i 
4.5 1 
i 
1.3 
2.7 ; 
3.4 : 
40.9 
1 
51.7 ! 
4.9 
45.6 
25.2 
1.6 
22.7 
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The Sample profile Is shown in Table 3.3(b). 
Descriptive Statistics of the Sample Profile 
Table 3.3(b) 
Demographic 
Variable 
Gender 
Marital Status 
Age 
Income 
Education 
Occupation 
N 
560 
560 
560 
560 
560 
560 
Minimum Maximum 
3 
5 
5 
5 
5 
5 
Mean 
1.3 
1.5 
2.6 
2.2 
4.3 
2.9 
Std. 
Deviation 
.46 
.63 
1.2 
1.17 
.78 
1.2 
The sample consisted of 70% males and 30% females 51 % are married and 
49% are unmarried category 32% were less than 25 years of age, 27% were 
between 25 to 35 years, 24% between 35-45 years, 12% between 45-55 
years and 5 % more than 55 years of age. 
Demographic Profile (Gender) 
Figure 3.1 
Female 
30% 
Male 
70% 
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Demographic Profile (Marital Status) 
Figure 3.2 
Married Unmarried Widow Separated Divorced 
Demographic Profile (Income) 
Figure 3.3 
28.6% 
Less than Rs.10000- Rs.20000- Rs.30000- More than 
Rs. 10000 Rs.20000 Rs.30000 Rs.40000 Rs. 40000 
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Demographic Profile (occupation) 
Figure 3.4 
Students 
23 
Retired 
2% 
Self 
employed 
25% 
Home maker 
5% 
Service 
45% 
3.6 Method of analysis 
3.6.1 Factor analysis 
The sixteen variables listed under the broad head of the satisfaction level of 
services, satisfaction with general services, satisfaction with transaction of 
services; loans facility provided by the bank, satisfaction with quality of 
services included the following sixteen variables. Table 3.4(a) 
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Satisfaction Variables in Indian Banks 
Table 3.4(a) 
1 
2 
3 
4 
5 
6 
7 
8 
ATM 
Debit Card 
Credit Card 
Demand Draft Facility 
Fixed Deposits schemes 
Money Transfer 
Locker Facility 
D-mat Facility 
9 
10 
11 
12 
13 
14 
15 
16 
Tele Banking 
Net Banking 
Home Loans 
Car Loans 
Personal Loans 
Education Loans 
Business Loans 
Over Draft Facility/ Limits 
The data was subjected to Principal Component Analysis, a method 
categorized under the broad area of Factor Analysis. The sixteen variables 
were reduced to three Pnncipal Components through varimax rotation 
method. 
3.6.2 Rationale for using factor analysis 
Factor Analysis is a multivariate statistical procedure pnmarily used for data 
reduction and summarisation - large number of correlated variables is 
reduced to set of independent underlying factors. This technique is used 
because it analyzes the structure of interrelationships among large number of 
variables by defining a set of common underlying dimensions, known as 
factors or dimensions. This leads to summarization and data reduction. 
Factor Analysis is an interdependent technique in which all variables are 
simultaneously considered, each related to all others and still employing the 
concept of the vahate, the linear composite of variables. The onginal variables 
are dependant variables that are function of some underlying and latent set of 
dimensions that are themselves made up of all other variables (Gorusch, 
1983). Factor analysis is a multivariate technique which helps in 
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understanding the complex relationships which is otherwise not possible with 
bi variate and univariate methods. The other benefit of this technique is that 
researcher gets insight into empirical estimation of relationships with 
conceptual foundation and interpretation of results. 
An important tool in interpreting factors is factor rotation. Rotation means that 
the factors are turned about the origin until some other position has been 
reached. This redistributes the variance from earlier factors to later ones to 
achieve a simpler, theoretically more meaningful factor pattern. 
In this research we have used varimax rotation with which maximum possible 
simplification is reached. With varimax rotational approach there tend to be 
some high loadings close to -1 or + 1) and some loadings near 0 in each 
column of the matrix. The logic is that interpretation is easiest when the 
variable and the factor correlation are (1) close to -1 or +1, thus indicating a 
clear positive or negative association between the variable and the factor 
close to 0, indicating a clear lack of association varimax rotation gives clear 
separation of factors. 
An exploratory factor analysis (EFA) with principal components was 
conducted to determine the dimensions of relationship marketing in the Indian 
banking sector.This analysis includes preliminary tests to determine the 
appropriateness of factor analysis: the anti-image correlation matrix, Bartlett's 
test of sphericity, and the Kaiser-Meyer-Olkin measure of sampling adequacy 
(MSA). In factor analysis, some degree of multicollinearity is desirable, 
because the objective is to identify interrelated sets of variables. The 
correlations among variables can be analyzed by computing the partial 
correlations among variables. If "true" factors exist in the data, the values of 
partial correlation should be small. The anti-image correlation matrix contains 
the negative values of the partial correlations among variables; smaller anti-
image correlations are indicative of a data matrix suited to factor analysis. 
Bartlett's test of sphericity is a statistical test for the presence of correlations 
among variables. It provides the statistical probability that the correlation 
matrix has significant correlations among at least some of variables. Thus, a 
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significant Bartlett's test of sphericity is required (Hair et al.). The Kaiser-
Meyer-Olkin MSA index, which can range from 0 to 1, indicates the degree to 
which each vahable in a set is predicted without error by the other variables. If 
the MSA index reaches 1, each variable is perfectly predicted by the other 
variables without error. According to Hair et al. (1998), a value of 0.50 or more 
from the Kaiser-Meyer-Olkin MSA test indicates that the data are adequate for 
Exploratory Factor Analysis. 
The Kaiser-Meyer-Olkin measure of sampling adequacy test and Bartlett's 
test of sphericity (p<.001) indicated that the data on satisfaction of the 
customer with banks services were appropriate for factor analysis. In addition, 
the anti-image correlation matrix indicated that the partial correlations were 
small, implying that true factors existed in the data. Given these results, the 
exploratory factor analysis (EFA) was conducted. 
The Exploratory Factor Analysis employed a principal component analysis 
with varimax rotation. Factors with eigenvalues greater than 1.0 and rotated 
factor loadings of 0.40 or greater were retained. Despite the fact that, with a 
sample size greater than 350, a factor loading of 0.30 can be considered 
significant in this research. Hair et al. (1998) suggest that factor loadings of 
0.50 or greater are practically significant. In addition, because the 
communality of a variable represents the amount of variance in the factor 
solution explained by that variable (Hair et al.), variables with communalities 
less than 0.40 were deleted for reasons of insufficient contribution to 
explaining the variance 
We have used exploratory factor analysis (seeks to uncover the underlying 
structure of a relatively large set of variables) in order to group the variables. 
Within this framework we have used R factor analysis which analyzes a set of 
variables to identify the dimensions that are latent. The diagrammatic 
representation of Factor Analysis is shown in Figure 3.1. 
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Steps of Factor Analysis 
Figure 3.5 
Research Problem 
Exploratory Factor Analysis 
; 
R Type Factor Analysis 
i 
Extract Factors with Component Analysis 
i 
Determine The Factors Using Varimax Rotation 
i 
Interpret the Rotated Factor Matrix 
i 
Computation of Factor Scores 
In our sample the ^Kaiser- Meyer-Olkin measure of sampling adequacy was 
calculated. This suggests that the data is adequate for factor analysis. 
Bartlett's test of Sphericity was also calculated which suggested that the null 
hypothesis correlation matrix came from a population in which the variables 
were non collinear or not correlated. 
The Chi square statistic was calculated which was more than .05 is (5% level 
of significance) There fore we reject the null hypothesis and conclude that the 
variables are correlated with each other. 
Details and Tables in Chapter Four "Analysis of Results. 
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The sixteen variables were reduced to three Principal Components. These 
three Phncipal Components account for 66.161 % of the variance among the 
variables. 
After extracting the Eigen Values, rotation of principal components is done 
through varimax rotation. After the number of extracted factors is decided 
upon, the next task is to interpret the name of the factors as shown below. 
This is done by the process of identifying which factors are associated with 
which of the original variables. 
Factor Analysis was used to summarize the sixteen "customer satisfaction 
variables "into smaller sets of linear composites that preserved most of the 
information in the original data set. Factor one had all the statements dealing 
with facilities provided by the bank. These were named as Interactions with 
the bank (traditional facilities) 
Factor two had all the statements related to convenience to the customer 
without actually going to the bank. This factor was named as Multi Channel 
banking. The statements which load into factor three are all concerned with 
how is the behavior of the employees and environment of the bank. The third 
factor was named as Internal marketing .A three factor solutions best 
described the data. 
^ Cattell's Scree plot was drawn to determine the number of factors to extract 
in the final solution. This is a plot of Eigen values associated with each of the 
factors extracted, against each other. At the point the plot begins to level off 
as the additional factors explain less variance than a single variable. 
The ^°scree plot suggested that there are only three factors which were 
extracted as also proved by the Eigen values ( more than 1) for three factors 
which have been named above. Thus confirming the results of factor analysis. 
^ Diagramatically represented in Chapter Four" Analysis and Results ". 
°^ Diagramatically represented in Chapter Four" Analysis and Results". 
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The "component score co\/anance matrix further proved that the three factors 
extracted are not correlated with each other. This further ensures that the 
factor analysis done is right. These three factors were together named as the 
"Relationship dimensions "which result in satisfaction of the customer. 
After conducting above exploratory factor analysis, consistency is estimated 
using a reliability coefficient called Cronbach's alpha. The Cronbach's alpha 
values for all the sixteen scales well exceed the obligatory requirement, 
thereby testifying that all the sixteen scales are internally consistent and have 
accepted reliability values in their original form. 
3.6.3 Linking customer satisfaction witli performance 
The Relationship dimensions which result in customer satisfaction are linked 
with performance of the banks. The factor score and mean of the three 
principal components derived is taken and weighted average is calculated of 
each of the sixteen factors for all the five banks separately. The weighted 
average is calculated by multiplying the factor score and mean of the 
variables and divided by the number of variables in each of the principal 
components. This calculated individually for each bank for the three principal 
components which were obtained through factor analysis this provides us with 
satisfaction level of the customer with relationship dimensions namely. 
Traditional facilities, Multi channel banking and Internal marketing of each of 
the five banks. The data of the five banks namely, HDFC, ICICI, IDBI, PNB, 
SBI with respect to Sales per branch. Sales per employee , (Profit before 
interest and tax ) PBIT / branch , (Profit before interest and tax) PBIT / 
employee is taken from ^^ CMIE's (Centre for monitoring Indian economy 
private limited ) Prowess from year 2000 to 2003. 
Prowess is the most reliable and empowered corporate database. It contains 
a highly normalized database built on a sound understanding of disclosures in 
" Table represented in Chapter Four" Analysis and Results" 
^- The Centre for Monitoring Indian Economy is an independent economic think-tank 
headquartered in Mumbai India. They provide information solutions in the form of databases 
and research reports. CMIE has built the largest database on the Indian economy and 
companies 
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India on around 8100 companies. The database provides financial 
statements, ratio analysis, funds flows, product profiles, returns and risks on 
the stock markets, etc. 
The database is complemented with powerful analytical software tools to 
enable extensive querying and research. The coverage includes public, 
private, co-operative and joint sector companies, listed or otherwise. These 
account for more than seventy per cent of the economic activity in the 
organized industrial sector of India. This makes Prowess the most 
comprehensive database of the Indian corporate sector. 
Prowess exploits the detailed disclosures which are mandatory in the annual 
accounts of companies in India. Besides it provides information from scores of 
other reliable sources, such as the stock exchanges, associations, etc. The 
coverage includes the detailed profit & loss account and balance sheet 
statements and ratios and funds flows based on these, half yearly results, 
products and plants, raw materials, history of capital changes, bonus and 
dividends, stock prices and related information, expansion plans etc. A 
sprawling nation-wide network to collect information, highly trained human 
resources and sophisticated technologies ensure that Prowess is the most up-
to-date corporate database in India. The database is kept up-to-date at the 
users end by providing daily and fortnightly updates. 
The following steps were involved in order to establish the relationship 
between customer satisfaction and performance of the banks: 
To strengthen the insight and veracity of our analysis, objective performance 
measures for the existing set of banks was collected from Prowess,, This is 
particularly important for empirical survey research in which a reliance on 
subjective performance measures may be a limitation (Jaworski and Kohli, 
1996), The goal was to assess the degree, to which the subjective and the 
objective performance measures converge in order to lend greater credibility 
to our survey results (Han, Kim, and Srivastava, 1998), Because the sample 
consists of public and private banks, relying on absolute performance 
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measures was not right; rather, measures of relative performance were 
required. As in previous studies, assessed performance in terms of 
profitability (Han, Kim, and Srivastava 1998; McKee, Varadarajan, and Pride, 
1989). The information on profitability and sales was taken from prowess. The 
sales and profitability measure that entered our analysis was the average of 
the years 2000 and 2003. It is more appropriate for us to use the average 
because it is more realistic to expect a longer-term impact of the CRM 
process rather than a short-term spike. Thus data on Sales and Profits was 
taken from Prowess from the year 2000-2003 for the five banks under study 
and average sales and average profit before income and tax (PBIT) was 
calculated. Data on number of employees and branches was also taken from 
prowess of these banks. 
Taking the above values of sales, profits, employees and branches the 
following were calculated: 
a. Sales/Employee 
b. Sales/ Branch 
c. PBIT/Employee 
d. PBIT/Branch 
Relationship between customer satisfaction with respect to the relationship 
dimensions (three Principal components) and the above performance 
measures is linked using Regression Analysis. 
The equation Y=a+ bx + U is used, where a and b are constants, b shows 
increase in sales and profits when there is one point favorable change in 
satisfaction of the customer, U is random distribution term which takes into 
account the effect of other variables which have not been taken into 
consideration in the model which can influence Y. 
For Regression Analysis the data for average sales and profit before interest 
and tax (PBIT) is calculated from four years data (Year 2000 to year 2003). 
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Further Sales per branch, Sales per employee and PBIT per employee, PBIT 
per branch is calculated and factor scores previously calculated are taken. 
The weighted average of the three factors was taken as the independent 
variable (y) and the dependant variable was taken as Sales / Employee, 
Sales/ Branch, PBIT / Employee, PBIT / Branch. Regression analysis was 
used to link the performance of the banks with satisfaction of the customer. 
Twelve regression models are proposed in the present research. 
3.7 Descriptive statistical analysis 
The respondents were asked to indicate their options in filling the 
questionnaire. Questions used in the survey were open and closed ended. 
With closed ended questions seven point semantic scale ranging from 1 to 7 
was used. In questions where scale was not used coding was done of the 
options for the purpose of feeding data into the excel sheet. The raw data was 
captured in a spread sheet software package. The spread sheet was then 
transported to software statistical package (SPSS) for analysis. 
The very first analysis was for finding out the number of respondents for each 
of the five banks and the number of respondents having current accounts and 
savings account using descriptive statistics. The experience of the customer 
while opening the account was also explored. This was an open ended 
question hence it was coded using a seven point scale ranging from excellent 
to worst. 
The descriptive statistics was calculated for the sixteen vanables of customer 
satisfaction namely^ "^  the satisfaction level with general bank services, 
satisfaction with transaction of services, loans facility provided by the bank, 
with satisfaction with quality of services, satisfaction with ATM services, and 
the demographic information of the customer. The descriptive statistics 
included calculation of mean, standard deviation, maximum and minimum 
values. 
^^  Details of this are available in section 3.41, The Research Instrument. 
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Using the descriptive statistics option of the SPSS (windows 10.0) the 
following frequencies were calculated: (The responses are coded in numbers) 
a. The respondents were explored on the fact whether they refer the bank to 
others. The response was coded as 1 (yes) or 2 (No). 
b. How is the account operated? 1 (Self), 2 (Spouse), 3 (Employees), 4 
(Children) 
c. Where does the customer look for information about the bank? 1 (TV ads), 
2( Newspaper, 3 ( magazine ), 4 ( Hoardings), 5 ( Radio ) , 6( Relatives/ 
Friends), 7 (bank), 8 ( others). 
d. How does the customer normally do his purchases? 1( Cash ), 2( Debit 
Card), 3( Credit Card), 4( Cheques). 
3.8 Assessing customer satisfaction separately with five 
banks 
The three relationship dimensions which were identified with Factor Analysis 
namely. Traditional Facilities, Multi Channel Banking and Internal Marketing 
were put through one way ANOVA, Fishers test to determine whether there 
was any significant difference among satisfaction of the customer with these 
three factors with the five banks taken for study in this research. 
3.9 Assessing satisfaction of tiie current account customers 
and savings account customers with the bank's services 
The three relationship dimensions which were identified with Factor Analysis 
namely, Traditional Facilities, Multi Channel Banking and Internal Marketing 
were put through t test to determine whether there was any significant 
difference among satisfaction of the current account customer and savings 
account customer with the five banks taken for study in this research. 
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3.10 Limitations of tiie study 
Though a number of precautions have been taken to increase the reliability of 
the present study, yet the researcher feels that there are certain limitations 
which may be given due considerations: 
•> Limitations of time and willingness of the respondents dictated the sample 
could not be larger than the present one. Although this fact limits the 
generalization of results, we believe that it represents a necessary and 
economical first step in identifying useful concepts and relationships that 
can later be tested in larger, more representative samples in the Indian 
context, 
*> The scope of the research is limited to four cities in India. This further 
restricts the generalization of results. There is need to extend this piece of 
research to include respondents from other parts of India. 
<• India being a multilingual, multi religious and multi regional country, the 
sample drawn may not be representative of the entire population and there 
fore generalization has to be done with caution. 
*> The scope of research is limited to certain products & services provided by 
the banking industry. Certain services like the Internet banking, multi 
channel banking further provide a platform for research to researchers. 
<• r;The findings cannot be generalized to the banking sector owing to some 
macro and micro factors which can affect profitability of the banks. Though 
an attempt has been made to validate the fact that customer satisfaction 
affects the performance of the banks. 
•:• Foreign banks have not been taken into study. 
*> There is possibility of respondent bias. He could have given answers 
which were desirable to him. 
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<• Some dimensions of relationship marketing could be out of the preview of 
study. 
•:• Though an attempt has been made to capture as many current, relevant 
CRM activities as possible. However, because new CRM processes 
evolve over time, it could be argued that our sets of processes at each 
stage will need to be "enriched" or updated as new activities become 
common practice. 
*> Research into quality and retention of the customer would give better 
insight to the banks. 
•:• It should be noted that we are studying a dynamic phenomenon from a 
cross-sectional perspective. Because capturing this process over time is 
often difficult, we took a "snapshot" of the situation at a single point in time. 
Nevertheless, it is possible that some of the effects are more longitudinal 
in nature. For example, it is possible that the negative effects of 
technology change over time as employees and customers become more 
accustomed to the systems. It might be that in the long run, a more 
positive relationship between the two variables could be expected. 
Therefore, a future longitudinal study might also provide worthwhile 
insights. 
<• It would be worthwhile to investigate how various industry- and firm-
specific characteristics drive the degree to which the three CRM 
dimensions are developed across firms. Finally, we examine CRM 
processes at the customer facing level only. It would be interesting to 
determine how our findings compare with observations from the company-
wide or functional levels. The critical issues are different at these other 
levels. For a complete picture of CRM, all three levels must be examined. 
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ANALYSIS AND RESULTS 
CHAPTER FOUR 
Chapter overview 
This chapter discuss the results of satisfaction variables, the focus group 
discussion, analysis of the questionnaire, provides a flow chart depicting 
schema of analysis, discusses the results of factor analysis. Results of 
regression analysis linking customer satisfaction with performance of banks is 
presented. Further results of fishers tests and independent t-test are discuss. 
4.1 Sequence of analysis 
This Chapter deals with the analysis of primary data which was collected for 
the study of the customer satisfaction within the area of relationship marketing 
with five different banks in India namely State Bank of India ( SBI) , Punjab 
National Bank (PNB), Housing Finance Corporation (HDFC), Industhal Credit 
and Investment Corporation of India ( ICICI Ltd.), Industrial Development 
Bank of India (IDBI). In order to present a clear picture, the results have been 
arranged both in tabular and graphical format for each of the banks 
separately. 
4.1.1 Focus group discussion 
The empirical study that will be reported here is the first step to the 
development of a survey instrument for relationship dimensions. As little is 
known about how customers in fact perceive their relationship to service firms, 
a qualitative study is needed to get deeper understanding of the phenomenon. 
We will limit the discussion of results to that part of the data that directly 
concerns relationship strength. Thus our main interest here is in the 
satisfaction of bank customers and how committed they are to their main 
bank. What reasons do customers give for being satisfied and committed vs. 
not being satisfied with it? What effect does a negative incident have on the 
relationship strength? Results are reported from three focus group 
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discussions with fifteen customers in each group of different banks. The 
personal interviews were conducted by three persons pursuing their post 
graduate diploma in business management, who are familiar with qualitative 
studies. Convenience sampling was used for choosing customers. The 
discussions with the customers concerned their current relation to their main 
bank. Our approach differs from the ordinary critical incidents method (Booms 
and Tetreault, 1990; Bitner, 1990, Olsen, 1993) where the focus is on specific 
service encounters as such, as we are interested in how the relation has 
developed. We focus on how different incidents have influenced and changed 
the relation, from the beginning of the relation until present time as the 
customer recalls it. This can be seen as one method to study the dynamics in 
a phenomenon. 
Discussion topics included questions about: positive and negative incidents 
that the customer has experienced within his/her current bank, and how the 
customer reacted to the incident/s. To get a more complete picture earlier and 
parallel minor bank relationships were also discussed in the same way. In 
addition the beginning and possible end of each bank relation was discussed. 
Other topics discussed were: The customer's satisfaction with his bank/s and 
reasons for being satisfied or dissatisfied. What services the customer uses 
and how often. The customer's perceptions of how easy/difficult it would be to 
change bank. What characterizes good and bad service quality in banks? The 
focus group discussions took about 45 minutes and the respondents were 
given a small gift for participating in the study. 
The operating measures have been developed specifically for our study. The 
relationship strength is a multidimensional measure consisting of relationship 
commitment and relationship loyalty. Relationship commitment is the extent to 
which the customer favors a particular bank and spreads positive word of 
mouth. A strong commitment is characterized by the customer showing an 
active interest in the company and speaking well of it. A weak relationship 
commitment exists when customers are disappointed and/or spread negative 
word of mouth. 
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4.1.2 Findings & discussions of focuSigrbup discussions 
The discussions were first categorized according to the customers' expressed 
satisfaction and commitment. Expressed satisfaction seemed to be the best 
indicator to identify relationship dimensions. The number of bank contacts 
was examined but did not seem to discriminate between different degrees of 
expressed satisfaction. 
Some customers talked about their satisfaction with others and recommend 
the bank. None of them have ever thought about changing bank, Although 
many of the customers who were committed and had never considered 
changing, could not remember anything negative having occurred in the 
relationship, some had experienced negative incidents. One or two negative 
incidents do not, however, affect the customers' overall good impression of 
the bank. 
Those who were positive towards the bank, but had sometimes considered 
changing, were generally more concerned with the charges and high interest 
rates at their bank. Some of them had, however, only briefly considered 
changing the bank but they had not gathered information about other banks. 
Something negative incidence had occured which for a while made them 
angry/disappointed, but not enough to go through the troublesome process of 
switching bank. Those who had thought about changing because of the high 
interest rate for loans knew that the costs of changing were too high and 
recollected some positive things about the bank. 
Some of the customers showed lack of commitment (indifference) towards the 
bank. Although they expressed some thoughts about switching bank, it 
seemed to be more of a thought than a serious intention. Only one customer 
who had never considered changing bank, expressed indifference towards his 
bank on the commitment scale. Many of the other customers in the other 
categories did, however, also express indifference towards the bank, even 
though they marked some degree of positive commitment. It was usually 
those customers who conducted all their bank transactions through automatic 
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teller machines or through the payment service. They do not have to be in any 
contact with the bank branches or bank personnel. They go into a bank if they 
had specific work which could be done only by visiting the bank .Some 
customers were extremely dissatisfied and talked about it with their friends. 
They had not only thought about changing, but were going to change the main 
bank. A characteristic of both these persons was that they did not have any 
loans and were in no way tied to the bank through any economic or social 
bonds. Although it is always somewhat troublesome to change ones bank but 
it is fairly easy for some of these customers to end the relationship. 
Customers' relationship to banks was found to be very strong. Most 
customers have used the same bank from fifteen years to all their life. They 
are also very satisfied with their bank. Of the forty five customers that were 
used for analysis, twenty seven had all their affairs at one bank. Of these 
twenty seven, only two had experiences from another bank before this one. 
Thus eighteen persons had been customers at one bank all their life. Some 
of the customers changed the bank in which they had their account because 
they could not get a housing loan from that bank. Only two persons expressed 
dissatisfaction. Many customers expect the bank to be committed to them 
personally. Customers are not sure that there are any benefits from having a 
long relationship, but speculate that the bank might be more flexible when one 
has financial difficulties and it might also be easier to get a loan. Normally the 
customer is economically and/or socially tied to the bank and some negative 
incidents will not make him switch bank. Those who had switched from their 
previous bank had done so because of some external change (marriage, 
change of employment). While (Olsen, 1992) found in his study that about 20 
percent of those who had experienced a negative cntical incident changed 
bank, our study showed that customers understand that the bank sometimes 
makes mistakes. Many customers keep an account in their old bank when 
they change main bank. One common reason is getting married or moving in 
with someone, getting a joint account and/or taking a loan. The other banks 
are usually used as a safety measure. One woman had opened an account in 
the bank her mother uses. She uses this account for the family allowance 
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only. Another woman has two accounts at other banks, where she puts some 
money and "forgets" it there. If she then needs money for something special 
she can use the savings. She only visits these banks about once a year. One 
man said that when he buys something for the household he always asks the 
price from three different places. He has the same policy for banks and keeps 
an account in three different banks. Customers generally lacked knowledge 
about competitor's services. They don't pay attention to competitors' 
advertising or compare other banks to their own bank. They are hardly likely 
to change bank when they are not aware if other banks could give them better 
service. One special situation when the customer may go to a new bank is 
when he needs a substantial loan .Many customers do compare interest rates 
at different banks, but accept the rate of the first bank that grants them the 
loan. The relationship to the bank is often established already in early 
childhood by the parents or some other relatives who open an account for the 
child. 
4.1.3 Analysis of the questionnaire 
The very first analysis involved the variables of satisfaction with banks 
services being subjected to Principal Component Analysis, a method 
categorized under the broad area of Factor Analysis. The sixteen variables 
were reduced to three Principal Components through varimax rotation 
method. 
Factor Analysis is a multivariate statistical procedure primarily used for data 
reduction and summahsation - large number of correlated variables is 
reduced to set of independent underlying factors. 
After conducting above exploratory factor analysis consistency is estimated 
using a reliability coefficient called Cronbach's alpha. The Relationship 
dimensions which result in customer satisfaction are linked with performance 
of the banks. 
Using Fishers test an analysis is done to see whether there is any significant 
difference among five banks with respect to the three relationship dimensions 
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which were obtained through factor analysis. Using independent sample t test 
we tried to analyze whether there was a significant difference between among 
saving and current account holders with respect to three relationship 
dimensions. 
Next analysis was for finding out the number of respondents for each of the 
five banks and the number of respondents having current accounts and 
savings account using descriptive statistics. It was explored how was the 
experience of the customer while opening the account. This was an open 
ended question hence it was coded using a seven point scale ranging from 
excellent to worst. 
The descriptive statistics was calculated for the sixteen variables of customer 
satisfaction namely the satisfaction level of services, satisfaction with 
transaction of services, loans facility provided by the bank, with satisfaction 
with quality of services, satisfaction with ATM services, and the demographic 
information of the customer. The descriptive statistics included calculation of 
mean, standard deviation, maximum and minimum values. 
Using the descriptive statistics option of the SPSS the following frequencies 
were calculated: 
a. The respondents were explored on the fact whether they refer the bank to 
others. The response was coded as 1 (good) or 2 (bad). 
b. How is the account operated? 
c. Where does the customer look for information about the bank? 
d. Does the customer refer the bank to others? 
c. How does the customer normally do his purchases? 
The above descriptive analysis was conducted for five different banks under 
study. 
The sequence of analysis is depicted in the flow chart below: 
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1. The sixteen variables of satisfaction were put through exploratory factor 
analysis. 
2. After conducting above exploratory factor analysis consistency is 
estimated using a reliability coefficient called Cronbach's alpha. 
3. The ^"^Relationship dimensions (satisfaction vanables) which result in 
customer satisfaction are linked with performance of the banks. 
4. Using Fishers test an analysis is done to see whether there is any 
significant difference among five banks with respect to the three 
relationship dimensions which were obtained through factor analysis. 
5. Using independent sample t test we tried to analyze whether there was a 
significant difference between among saving and current account holders 
with respect to three relationship dimensions. 
6. The descriptive statistics was used to calculate mean and standard 
deviation for overall satisfaction parameters for all banks together and also 
individually for each of the five banks. 
K The satisfaction variables are named as relationship dimensions in this study. 
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The Flow Chart showing the Schema of Analysis is shown below in Figure 4.1 
Flow Chart Depicting Schema of Analysis 
Figure 4.1 
DEVELOPMENT OF THE SURVEY 
INSTRUMENT 
VIEWS OF 
EXPERTS 
Data from five banks namely, SBI, PNB, ICICI, 
HDFC, and IDBI 
Exploratory Factor Analysis of Sixteen 
satisfaction variables 
Interpretation of Factors: Traditional Facilities, Multi 
channel bankina. Internal marketina 
Ksim 
Reliability Analysis of the scale using Cronbach's 
alpha estimated using reliability coefficient called 
Cronbach's alpha. 
independent sample t test to analyze whether there 
was a significant difference among saving and 
current account holders with respect to three 
relationship dimensions. 
Fishers test to analyze significant 
difference in satisfaction with five 
banks under study. 
JH 
Collect data from Prowess on performance on Sales and PBIT (for four years) of the 
five banks and link it with satisfaction of the customer using regression analysis. 
Descriptive statistical analysis of all the satisfaction 
variables separately for each of the five banks 
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4.2 Factor analysis 
The data was subjected to Principal Component Analysis, a method 
categorized under the broad area of Exploratory Factor Analysis. The sixteen 
variables were reduced to three Principal Components through varimax 
rotation method. 
Factor Analysis is a multivariate statistical procedure primarily used for data 
reduction and summarisation - large number of correlated variables is 
reduced to set of independent underlying factors. 
In our sample the Kaiser- Meyer-Olkin measure of sampling adequacy was. 
916 which greater than .5. This suggests that the data is adequate for factor 
analysis. 
4.2.1 Bartlett's test of sphericity 
The null hypothesis Ho. - correlation matrix came from a population in which 
the variables were non collinear or not correlated. 
The Chi square statistic calculated was = 4221.023 which is more than .05 
(5% level of significance) Table 4.1(a). There fore we reject the null 
hypothesis and conclude that the variables are correlated with each other. 
The Analysis In section 4.2 comprehensively establishes a relationship 
between the variables of satisfaction .The significance value of .00 also tells 
us that there is a correlation of variables with each other Thus, the Hon null 
hypothesis is rejected 
KMO and Bartlett's Test 
Table 4.1(a) 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy 
Bartlett's Test of Sphericity(Approx. Chi-Square) 
Sig. 
.916 
4221.023 
.000 
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4.3 Interpretation of factors 
The sixteen variables reduced to three Principal Components. These three 
Principal Components account for 66.161% of the variance among the 
variables. Table 4.1(b). 
The first factor has an Eigen value = 6.89 since this is greater than 1.0, it 
explains more variance than a single variable, in fact 6.89 times as much. 
The cumulative percentage of variance is 43.06% which implies that the 
three factors extracted account for 43.06% of total variance (information 
contained in original sixteen variables). 
The second factor has an Eigen value =1.29. It is also greater than 1.0 and 
therefore explains more variance than a single vanable. The cumulative 
percentage of variance is 51.16 % which implies that that the three factors 
extracted account for 51.16 % of total variance (information contained in 
original sixteen variables). 
The third factor has Eigen value =1.09. Like the above two factors it is also 
greater than 1.0 and explains more variance than a single variable. 
The cumulative percentage of variance is 58.03 % which implies that that the 
three factors extracted account for 58.03 % of total variance (information 
contained in original sixteen variables). 
4.3.1 Analysis of the factors 
After extracting the Eigen Values rotation of principal components is done 
through varimax rotation. After the number of extracted factors is decided 
upon, the next task is to interpret the name of the factors as shown below. 
This is done by the process of identifying which factors are associated with 
which of the original variables, Table 4.1 (b). 
Factor Analysis was used to summarize the sixteen "customer satisfaction 
variables "into smaller sets of linear composites that preserved most of the 
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information in the original data set. Factor one had all the statements dealing 
with facilities provided by the bank. These were named as Traditional 
Facilities (Interactions with the bank). 
Factor two had all the statements related to convenience to the customer 
without actually going to the bank. This factor was named as Multi Channel 
banking .The statements which load into factor three are all concerned with 
how is the behavior and environment of the bank. This factor was named as 
Internal marketing .A three factor solutions best described the data. 
Interpretation of Factors 
Table 4.1(b) 
a. 
1 
2 
3 
4 
5 
b. 
6 
7 
8. 
9. 
10. 
c. 
11. 
12. 
13. 
14. 
15. 
16. 
Principal Component one 
Traditional Facilities 
Demand draft facility 
Fixed deposits 
Money transfer 
Locker facility 
ATM 
Principal Component two. 
Multi Channel Banking 
Debit card 
Credit card 
Tele banking 
Net Bank 
D mat 
Principal Component 
three 
Internal Marketing 
Service Scape 
Parking Space 
Attitude of Bank staff 
Dissemination of information 
Query handling 
Networking of Branches 
Factor 
Scores 
.432 
.313 
.380 
7.684E-02 
-1.476E-02 
.360 
.379 
.158 
.195 
.125 
.690 
.685 
.747 
.663 
.682 
.456 
Factor 
Scores 
.311 
.229 
.264 
.219 
5.810E-02 
.570 
.564 
.854 
.814 
.695 
.247 
5.392E-02 
.256 
.290 
.273 
9.402E-02 
Factor 
Scores 
.610 
.736 
.663 
.733 
.294 
.278 
.286 
.189 
9.358E-
02 
.281 
.222 
-.186 
.261 
.320 
.311 
.431 
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4.3.2 Cattell's scree plot 
This determines the number of factors to extract in the final solution. This is a 
plot of Eigen values associated with each of the factors extracted, against 
each other. 
At the point that the plot begins to level off as shown in figure 4.2, the 
additional factors explain less variance than a single variable. 
The scree plot suggested that thee are only three factors which were 
extracted as also proved by the Eigen values which only more than one for 
three factors which have been named above. 
Cattell's Scree Plot 
Figure 4.2 
Scree Plot 
0) 
3 
> 
c 
0) 
0) 
The three principal components identified are shown in table 4.1(c). 
Identification of Factors 
Table 4.1(c) 
Principal Component one 
Principal Component two 
Principal Component three 
Traditional Facilities 
Multi Channel Banking 
Internal Marketing 
Page 86 
Analysis and Results 
4.3.3 Component score covariance matrix 
Three factors have been extracted are not correlated with each other as 
shown in the matrix table 4.1(d). This further ensures that the factor analysis 
done is right. 
Component Score Covariance Matrix 
Table 4.1(d) 
Component 
Traditional 
Facilities 
Multi Channel 
banking 
Internal marketing 
1 
1.000 
.000 
.000 
2 
.000 
1.000 
.000 
3 
.000 
.000 
1.000 
Extraction Method: Principal Component Analysis. 
Rotation Method: Varimax with Kaiser Normalization. Component Scores. 
4.4 Reliability analysis 
In order to assess reliability, the Cronbach alpha was determined for each 
construct (factor) identified through factor analysis. If the Cronbach alpha is 
greater than 0.7, the construct is deemed to be reliable (Teo et al., 
1999).Table 4.2 shows that all constructs met reliability criteria, as the lowest 
alpha was .816 for factor three i.e. Internal Marketing. 
Reliability Test (Cronbach alpha) 
Table 4.2 
Factor 
Traditional Facilities 
Multi Channel Banking 
Internal Marketing 
No. of items 
05 
05 
06 
Cronbach alpha 
.863 
.869 
.816 
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4.5 Relationship between the customer satisfaction and 
performance of Indian banks 
The regression equation Y=a+ bx + U was used to determine the relationship 
between satisfaction and performance where performance of the banks was 
determined on the basis of Sales per branch, Sales per employee, PBIT / 
branch, PBIT / employee of the five banks. Data for average sales and profit 
before interest and tax (PBIT) is calculated for four years data (Year 2000 to 
year 2003). The data was taken from CMIE's Prowess. The Regression 
Models establish the criteria that increase in customer satisfaction with 
respect to services provided by the banks results in better performance. The 
proposed models are discussed in section 4.6. The study aimed to establish 
that customer satisfaction results in building better relationships with 
customers. 
4.5.1 The dependant variable 
To establish a relationship between customer satisfaction and Performance of 
the Indian Banks, The dependant variable taken in the study is performance 
of the banks. Performance was based on Sales and Profit before income & 
tax (PBIT). Sales and Profit figures were taken from the CMIE's Prowess from 
year 2000 to 2003 for the five banks under study. From these four years data 
average PBIT Table 4.3(a) average Sales Table 4.3 (b) was calculated. 
Calculation of Average PBIT (% of Sales) 
Table 4.3(a) 
Name of 
the Bank 
SBI 
PNB 
IDBI 
ICICI 
HDFC 
PBIT 
Year2003 
70.1 
62.91 
70 
69.99 
70.7 
PBIT 
Year2002 
72.15 
67.15 
73.75 
67.62 
73.7 
PBIT 
Year2001 
67.86 
66.72 
76.3 
72.38 
73.98 
PBIT 
Year2000 
69.88 
68.98 
86.43 
77,48 
70.69 
Average 
PBIT 
69.9975 
66.44 
76.62 
71.8675 
72.2675 
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Calculation of Average Sales (Rs. Crores) 
Table 4.3(b) 
Name of 
the Bank 
SBI 
PNB 
IDBI 
ICICI 
HDFC 
Sales 
Year2003 
36621.87 
8762.61 
751.82 
10771.83 
2492.62 
Sales 
Year2002 
33781.48 
7649.36 
619.38 
2724.73 
2035.41 
Sales 
Year2001 
29755.66 
6633.11 
595.84 
1442.48 
1444.92 
Sales 
Year2000 
25649.31 
5888.64 
476.11 
1048.09 
805.24 
Average 
sales 
31452.08 
7233.43 
610.7875 
3996.783 
1694.548 
The total number of employees and number of branches of the five banks 
data was taken from Prowess. Taking average sales and average PBIT, sales 
per employee, sales per branch, PBIT per employee and PBIT per branch 
were calculated. 
Sales Per Employee 
Table 4.3 (c) 
Name of the 
Bank 
SBI 
PNB 
IDBI 
ICICI 
HDFC 
No. of 
Employees 
217277 
58383 
994 
6034 
3316 
Average sales 
31452.08 
7233.43 
610.7875 
3996.783 
1694.548 
Sales/Employee 
0.144756 
0.123896 
0.614472 
0.662377 
0.511022 
Figures in Crores 
Sales Per Branch 
Table 4.3(d) 
Name of the 
Bank 
SBI 
PNB 
IDBI 
ICICI 
HDFC 
No. of Branches 
9048 
3912 
76 
81 
161 
Average sales 
31452.08 
7233.43 
610.7875 
3996.783 
1694.548 
Sales/Branch 
3.476136 
1.849036 
8.036645 
49.343 
10.52514 
Figures in Crores 
Page 89 
Analysis and Results 
PBIT Per Employee 
Table 4.3(e) 
Name of the 
Bank 
SBI 
PNB 
IDBI 
ICICI 
HDFC 
No. of Employees 
217277 
58383 
994 
6034 
3316 
Average PBIT 
69.9975 
66.44 
76.62 
71.8675 
72.2675 
PBIT/Employee 
0.000322 
0.001138 
0.077082 
0.01191 
0.021794 
Figures as % age of sales 
PBIT Per Branch 
Table 4.3(f) 
Name of the 
Bank 
SBI 
PNB 
IDBI 
ICICI 
HDFC 
No. of Employees 
9048 
3912 
76 
81 
161 
Average PBIT 
69.9975 
66.44 
76.62 
71.8675 
72.2675 
PBIT/Branch 
0.007736 
0.016984 
1.008158 
0.887253 
0.448866 
Figures as % age of sales 
Performance of the Banks 
Table 4.3 (g) 
Bank 
SBI 
PNB 
IDBI 
ICICI 
HDFC 
Sales/Branch 
3.476136 
1.849036 
8.036645 
49.343 
10.52514 
Sales/ 
Employee 
0.144756 
0.123896 
0.614472 
0.662377 
0.511022 
PBIT/Branch 
0.007736 
0.016984 
1.008158 
.887253 
0.448866 
PBIT/ 
Employee 
0.0003220 
0.001138 
0.077082 
0.01191 
0.021794 
Sales in crores, PBIT as percentage of sales 
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4.5.2 The independent variable 
The weighted average of the three factors namely, 
channel banking and Internal marketing (taken as i 
calculated separately for each of the five banks. Thi 
table 4,4 (a). 
State Bank of India 
Traditional Facilities 
Table 4.4 (a) 
Traditional facilities, Multi 
ndependent variable) was 
s can be seen in following 
Traditional 
Facilities 
Demand 
draft facility 
Fixed 
deposits 
Money 
transfer 
Locker 
facility 
ATM 
Total 
Factor scores 
.610 
.736 
.663 
.733 
.294 
3.036 
Mean 
3.03 
2.62 
2.75 
2.68 
2,78 
Weighted 
average 
2,16342 
1.8471 
2.19175 
2.03144 
2.09612 
8.38 
Total 
Weighted 
average 
2.76 
Punjab National Bank 
Traditional Facilities 
Table 4.4(b) 
Traditional 
Facilities 
Demand 
draft facility 
Fixed 
deposits 
Money 
transfer 
Locker 
facility 
ATM 
Total 
Factor scores 
.610 
.736 
.663 
.733 
.294 
3.036 
Mean 
3.03 
2,62 
2.75 
2,68 
2.78 
Weighted 
average 
3.59 
3.46 
3.7 
3.46 
3.45 
10.74 
Total 
Weighted 
average 
3.53 
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Industrial Development Bank of India (IDBI) 
Traditional Facilities 
Table 4.4(c) 
Traditional 
Facilities 
Demand 
draft facility 
Fixed 
deposits 
Money 
transfer 
Locker 
facility 
ATM 
Total 
Factor scores 
.610 
.736 
.663 
.733 
.294 
3.036 
Mean 
2.53 
2.62 
2.66 
3.24 
1.9 
Weighted 
average 
1.54 
1.92 
1.76 
2.37 
.558 
8.16 
Total 
Weighted 
Average 
2.69 
Industrial Credit and Investment Corporation of India (ICICI) 
Traditional Facilities 
Table 4.4(d) 
Traditional 
Facilities 
Demand 
draft facility 
Fixed 
deposits 
Money 
transfer 
Locker 
facility 
ATM 
Total 
Factor scores 
.610 
.736 
.663 
.733 
.294 
3.036 
Mean 
2.55 
2.93 
2.65 
2.86 
2.24 
Weighted 
average 
1.55 
2.15 
1.75 
2.09 
.658 
8.21 
Total 
Weighted 
Average 
2.70 
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Housing Development Finance Corporation (HDFC) 
Traditional Facilities 
Table 4.4(e) 
Traditional 
Facilities 
Demand 
draft facility 
Fixed 
deposits 
Money 
transfer 
Locker 
facility 
ATM 
Total 
Factor scores 
.610 
.736 
.663 
.733 
.294 
3.036 
Mean 
2.98 
3.2 
2.9 
3.2 
2.5 
Weighted 
Average 
1.81 
2.35 
.663 
2.34 
.735 
9.17 
Total 
Weighted 
Average 
3.02 
State Bank of India 
Multi Channel Banking 
Table 4.4(f) 
Multi 
Channel 
Banking 
Debit card 
Credit card 
Tele banking 
Net Bank 
Dmat 
Total 
Factor scores 
.570 
.564 
.854 
.814 
.695 
3.49 
Mean 
1.7 
1.47 
2.4 
2.6 
2.1 
Weighted 
Average 
3.03 
2.62 
2.9 
3.21 
3.15 
10.48 
Total 
Weighted 
Average 
2.99 
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Punjab National Bank 
Multi Channel Banking 
Table 4.4(g) 
Multi 
Channel 
Banking 
Debit card 
Credit card 
Tele banl<ing 
Net Bank 
D mat 
Total 
Factor scores 
.570 
.564 
.854 
.814 
.695 
3.49 
Mean 
3.48 
3.47 
.806 
.854 
.66 
Weighted 
Average 
1.9 
1.9 
.688 
.695 
.458 
.5.78 
Total 
Weighted 
Average 
1.65 
Industrial Development Bank of India (IDBI) 
Multi Channel Banking 
Table 4.4(h) 
Multi 
Channel 
Banking 
Debit card 
Credit card 
Tele banking 
Net Bank 
D mat 
Factor scores 
.570 
.564 
.854 
.814 
.695 
3.49 
Mean 
2.5 
2.45 
3.18 
3.33 
3.62 
Weighted 
Average 
1.42 
1.38 
2.71 
2.71 
2.5 
10.75 
Total 
Weighted 
Average 
3.07 
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Industrial Credit and Investment Corporation of India (iCiCI) 
Multi Channel Banking 
Table 4.4(i) 
Multi 
Channel 
Banking 
Debit card 
Credit card 
Tele banking 
Net Bank 
D mat 
Factor scores 
.570 
.564 
.854 
.814 
.695 
3.49 
Mean 
2.31 
2.51 
3 
2.82 
3.03 
Weighted 
Average 
1.31 
1.41 
2.56 
2.29 
2.10 
9.69 
Total 
Weighted 
Average 
2.77 
Housing Development Finance Corporation (HDFC) 
Multi Channel Banking 
Table 4.40) 
Multi 
Channel 
Banking 
Debit card 
Credit card 
Tele banking 
Net Bank 
D mat 
Total 
Factor scores 
.570 
.564 
.854 
.814 
.695 
3.49 
Mean 
2.8 
3.02 
3.32 
3.27 
3.14 
Weighted 
Average 
1.59 
1.70 
2.83 
2.66 
2.18 
10.97 
Total 
Weighted 
Average 
3.13 
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State Bank of India 
Internal Marketing 
Table 4.4(k) 
Mult! Channel 
Banking 
Service Scape 
Parking Space 
Attitude of Bank 
staff 
Dissemination 
of information 
Query handling 
Networking 
Total 
Factor 
scores 
.690 
.685 
.747 
.663 
.682 
.456 
3.92 
Mean 
3.18 
3.75 
2.93 
2.81 
3.12 
3.93 
Weighted 
Average 
.340 
2.17 
2.80 
1.94 
1.91 
1.42 
12.73 
Total 
Weighted 
Average 
3.24 
Punjab National Bank 
Internal Marketing 
Table 4.4(1) 
Multi Channel 
Banking 
Service Scape 
Parking Space 
Attitude of Bank 
staff 
Dissemination 
of information 
Query handling 
Networking 
Total 
Factor 
scores 
.690 
.685 
.747 
.663 
.682 
.456 
3.92 
Mean 
3.41 
4.05 
3.5 
3.8 
3.97 
4.1 
Weighted 
Average 
2.3 
2.77 
2.6 
2.5 
2.7 
1.86 
14.83 
Total 
Weighted 
Average 
3.78 
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Industrial Development Bank of India (IDBI) 
Internal Marketing 
Table 4.4(m) 
Multi Channel 
Banking 
Service scape 
Parking space 
Attitude of bank 
staff 
Dissemination 
of information 
Query handling 
Networking 
Total 
Factor 
scores 
.690 
.685 
.747 
.663 
.682 
.456 
3.92 
Mean 
2.68 
3.87 
2.85 
2.77 
2.59 
3.05 
Weighted 
Average 
1.84 
2.65 
2.12 
1.83 
1.76 
1.39 
11.62 
Total 
Weighted 
Average 
2.96 
Industrial Credit and Investment Corporation of India (ICICI) 
Internal Marketing 
Table 4.4(n) 
Multi 
Channel 
Banking 
Service scape 
Parking 
space 
Attitude of 
bank staff 
Dissemination 
of information 
Query 
handling 
Networking 
Total 
Factor scores 
.690 
.685 
.747 
.663 
.682 
.456 
3.92 
Mean 
2.37 
3.9 
2.62 
3.06 
3 
3.05 
Weighted 
Average 
1.6 
2.6 
1.95 
2.02 
2.04 
9.24 
19.58 
Total 
Weighted 
Average 
4.99 
Page 97 
Analysis and Results 
Housing Development Finance Corporation (HDFC) 
Internal Marketing 
Table 4.4(o) 
Multi Channel 
Banking 
Service scape 
Parking space 
Attitude of bank 
staff 
Dissemination 
of information 
Query handling 
Networking 
Total 
Factor 
Scores 
.690 
.685 
.747 
.663 
.682 
.456 
Mean 
2.81 
3.91 
2.93 
3.2 
3.12 
3.29 
Weighted 
Average 
1.93 
2.67 
2.18 
2.12 
2.12 
9.96 
21.03 
Total 
Weighted 
Average 
5.36 
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Weighted average of factor scores for the three relationship dimensions for 
the five banks separately can be seen below in table 4.4 (p) and figure 4.3. 
Weighted Average of Factor Scores 
Table 4.4(p) 
Bank 
SBI 
PNB 
IDBI 
ICICI 
HDFC 
Traditional 
Facilities 
(Weighted 
Average) 
2.76 
3.53 
2.69 
2.70 
3.02 
Multi 
Channel 
Banking 
(Weighted 
Average) 
2.99 
1.65 
3.07 
2.77 
3.13 
Internal 
Marketing(Weighted 
Average) 
3.24 
3.78 
2.96 
4.99 
5.36 
Weighted Average of Factor Scores 
Figure 4.3 
HDFC 
m Traditional facilities • Multi channel banking O Internal marketing 
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4.6 Regression analysis 
The equation Y=a+ bx + U is used, where a and b are constants, b shows 
increase in sales/branch when there is one point favorable change in 
satisfaction of the customer, U is random distribution term which takes into 
account the effect of other variables which have not been taken into 
consideration in the model which can influence Y. 
The following regression models are proposed to link customer 
satisfaction with Performance: 
4.6.1 Sale/Branch on Traditional Facilities 
Sale / Branch = 92.95-26.71 traditional facilities 
For every one point favorable increase in satisfaction level of customers 
towards traditional facilities. An average expected sales per branch increase 
by 26.71 crore. 
The Analysis in section 4.6.1 compreliensively establishes a relationship 
between the Sales / branch and traditional facilities. The results of regression 
analysis above prove this. Thus, the Ho^null hypothesis is rejected. 
4.6.2 Sale / Branch on Multi Channel Banking 
Sale/ Branch = 226.52-65.882 multi channel banking 
For every one point favorable increase in satisfaction level of customers 
towards multi channel banking on an average expected sales per branch 
increase by 65.88 crore 
The Analysis in section 4.6.2 comprehensively establishes a relationship 
between the Sales / branch and multi channel banking. The results of 
regression analysis above prove this. Thus, the Hon null hypothesis is 
rejected. 
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4.6.3 Sale / Branch on Internal Marketing 
Sale/ Branch = 115.85 -31.234 internal marketing 
For every one point favorable increase in satisfaction level of customers 
towards internal marketing on an average expected sales per branch increase 
by 31.23 crore 
The Analysis in section 4.6.3 compreliensively establishes a relationship 
between the Sales / branch and internal marketing . The results of regression 
analysis above prove this. Thus, the Hounull hypothesis is rejected. 
4.6.4 Sale / Employee on Traditional Facilities 
Sale/Employee = 1.89-0.506 traditional facilities 
For every one point favorable increase in satisfaction level of customers 
towards traditional facilities on an average expected sales per employee 
increase by .506 crore 
7776 Analysis in section 4.6.4 comprehensively establishes a relationship 
between the Sales / employee and traditional facilities. The results of 
regression analysis above prove this. Thus, the H015 null hypothesis is 
rejected. 
4.6.5 Sale / Employee on Multi Channel Banking 
Sale/Employee = 1.38-0.301 multi channel banking 
For every one point favorable increase in satisfaction level of customers 
towards multi channel banking on an average expected sales per employee 
increase by 0.301 crore 
The Analysis in section 4.6.5 comprehensively establishes a relationship 
between the Sales / employee and multi channel banking . The results of 
regression analysis above prove this. Thus, the H016 null hypothesis is 
rejected. 
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4.6.6 Sale / Employee on Internal Marketing 
Sale/Employee = 2.48-0.638 internal marketing 
For every one point favorable increase in satisfaction level of customers 
towards internal marketing average expected sales per employee increases 
by 0.638 crore 
The Analysis in section 4.6.6 compreiiensively establishes a relationship 
between the Sales / employee and internal marketing. The results of 
regression analysis above prove this. Thus, the Hon null hypothesis is 
rejected. 
4.6.7 PBIT / Branch on Traditional Facilities 
PBIT/Branch = 3.22 - 0.9366 traditional facilities 
For every one point favorable increase in satisfaction level of customers 
tov\/ards traditional services on an average expected PBIT per branch will 
increase by .936 crore 
The Analysis in section 4.671 comprehensively establishes a relationship 
between the PBIT / branch and traditional facilities. The results of regression 
analysis above prove this. Thus, the Hoi8 null hypothesis is rejected. 
4.6.8 PBIT/ Branch on IWuIti Channel Banking 
PBIT/Branch = 1.70-0.381 multi channel banking 
For every one point favorable increase in satisfaction level of customers 
towards multi channel banking on an average expected PBIT per branch will 
increase by .381 crore 
The Analysis in section 4.6.8 comprehensively establishes a relationship 
between the PBIT / branch and multi channel banking. The results of 
regression analysis above prove this. Thus, the H019 null hypothesis Is 
rejected. 
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4.6.9 PBIT / Branch on Internal Marketing 
PBIT/Branch = 4.17-1.14 internal marketing 
For every one point favorable increase in satisfaction level of customers 
towards internal marketing on an average expected PBIT per branch will 
increase by 1.14 crore 
The Analysis in section 4.6.9 comprehensively establishes a relationship 
between the PBIT / branch and internal marketing. The results of regression 
analysis above prove this. Thus, the H021 null hypothesis is rejected. 
4.6.10 PBIT / Employee on Traditional Facilities 
PBIT/ Employee = 0.153-0.044 traditional facilities 
For every one point favorable increase in satisfaction level of customers 
towards traditional facilities on an average expected PBIT per employee will 
increase by .044 crore 
The Analysis in section 4.6.10 comprehensively establishes a relationship 
between the PBIT / employee and traditional facilities. The results of 
regression analysis above prove this. Thus, the H022 null hypothesis is 
rejected. 
4.6.11 PBIT / Employee on Multi Channel Banking 
PBIT /Employee = 0.143-0.051 multi channel banking 
For every one point favorable increase in satisfaction level of customers 
towards multi channel banking on an average expected PBIT per employee 
will increase by .051 crore 
The Analysis in section 4.6.11 comprehensively establishes a relationship 
between the PBIT / employee and Multi channel banking. The results of 
regression analysis above prove this. Thus, the H023 null hypothesis is 
rejected. 
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4.6.12 PBIT / Employee on Internal Marketing 
PBIT/Employee = 0.202 - 0.055 internal marketing 
For every one point favorable increase in satisfaction level of customers 
towards internal marketing on an average expected PBIT per employee will 
increase by .055 crore 
The Analysis in section 4.6.12 comprehensively establishes a relationship 
between the PBIT / employee and internal marketing. The results of 
regression analysis above prove this. Thus, the H024 null hypothesis is 
rejected. 
The above regression models show that customer satisfaction is linked with 
performance of the banks. Table 4.5 shows the summary of results. 
Linking Performance with Satisfaction 
Table 4.5 
Regression 
Model 
1 
2 
3 
4 
5 
6 
7 
Dependent 
Variable 
Sales/Branch 
Sales/Branch 
Sales/Branch 
Sales/Employee 
Sales/Employee 
Sales/Employee 
PBIT/Branch 
Independent 
Variable 
Traditional 
facilities 
Multi channel 
banking 
Internal marketing 
Traditional 
facilities 
Multi channel 
banking 
Internal marketing 
Traditional 
facilities 
a 
92.96 
(1.29) 
226.52 
(2.06) 
115,85 
(1.09) 
1.89 
(2.64) 
1.38 
(.662) 
2.48 
(2.39) 
3.22 
(2.54) 
P 
-26.71 
(1.09) 
-65.88 
(1.93) 
-31.23 
(0.961) 
-0.506 
(2.08) 
-0.301 
(0.465) 
-0.64 
(2.00) 
-0.94 
(2.18) 
R^  
.284 
.5567 
.235 ' 
.591 
.067 \ 
.570 ' 
.614 > 
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Regression 
Model 
8 
9 
10 
11 
12 
Dependent 
Variable 
PBIT/Branch 
PBIT/Branch 
PBIT/Employee 
PBIT/Employee 
PBIT/Employee 
Independent 
Variable 
Multi channel 
banking 
Internal marketing 
Traditional 
facilities 
Multi channel 
banking 
Internal marketing 
a 
1.70 
(0.44) 
4.17 
(2.17) 
0.153 
(1.33) 
0.143 
(0.58) 
0.202 
(1.23) 
(3 
0.38 
(0.32) 
-1.14 
(1.93) 
0.044 
(1.14) 
.051 
(.672) 
0.055 
(1.09) 
R' 
.032 
.550 
.303 
.131 
.287 
Figures in parentheses show t-values (Table 4.5) 
The Analysis in section 4.6 comprehensively establishes a relationship 
between the satisfaction of the customer and performance of the bank . The 
results of regression analysis above proves this. Thus, the H025 null 
hypothesis is rejected. 
4.7 Results of satisfaction of the customer separately with 
five Indian banks and their services 
The three factors which were identified with Factor Analysis namely, 
Traditional Facilities, Multi Channel Banking and Internal Marketing were put 
through one way ANOVA, Fishers test to determine whether there was any 
significant difference among satisfaction of the customer with these three 
relationship dimensions identified through factor analysis with the five banks 
(dependant variable ) taken for study in this research. The results of f test can 
be seen in table 4.6(f). The following tables show the descriptive analysis of 
satisfaction with the services provided by the HDFC, ICICI, IDBI, PNB and 
SBI. The satisfaction levels are different of the customer with different banks 
can be seen in the following tables. 
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Satisfaction of Services for HDFC Bank 
Table 4.6(a) 
Satisfaction 
variable 
Service scape 
Parking space 
Attitude of the 
bank staff 
Information 
dissemination 
Query handling 
Networking 
ATM 
Debit card 
Credit card 
Demand draft 
Fixed deposit 
Money transfer 
Locker facility 
Dmat 
Tele banking 
Net banking 
Average mean 
Mean 
2.8000 
3.8529 
2.8941 
3.1941 
3.0412 
3.2353 
2.5294 
2.9176 
3.0647 
3.0176 
3.1118 
2.9471 
3.2294 
3.1941 
3.2941 
3.2706 
3.09 
Standard 
deviation 
1.3482 
1.5939 
1.3891 
1.3730 
1.4811 
1.6110 
1.4439 
1.2983 
1.2786 
1.3866 
1.3650 
1.2792 
1.2452 
1.2654 
1.3396 
1.4423 
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Satisfaction of Services for ICICI Bank 
Table 4.6(b) 
Satisfaction Variable 
vService scape 
Parking space 
Attitude of the bank staff 
Information dissemination 
Query handling 
Networking 
ATM 
Debit card 
Credit card 
Demand draft 
Fixed deposit 
Money transfer 
Locker facility 
Dmat 
Tele banking 
Net banking 
Average mean 
Mean 
2.3194 
3.9167 
2.6389 
3.0278 
2.8611 
2.7778 
2.2361 
2.1806 
2.3889 
2.5833 
2.8194 
2.6111 
3.0556 
3.2222 
3.2083 
2.7917 
2.78 
Standard 
deviation 
1.0855 
1.6594 
1.1785 
1.4139 
1.4272 
1.3555 
1.3991 
1.0525 
1.2051 
1.1838 
1.1668 
1.3168 
1.1493 
1.2129 
1.4529 
1.2885 
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Satisfaction of Services for IDBI Bank 
Table 4.6(c) 
Satisfaction Variable 
Service scape 
Parking space 
Attitude of the bank staff 
Information dissemination 
Query handling 
Networking 
ATM 
Debit card 
Credit card 
Demand draft 
Fixed deposit 
Money transfer 
Locker facility 
Dmat 
Tele banking 
Net banking 
Average mean 
Mean 
2.7778 
3.8788 
2.7576 
2.8081 
2.6061 
3.1313 
3.3030 
2.6768 
2.6465 
2.5152 
2.8081 
2.7071 
2.9798 
3.3333 
3.0909 
3.2424 
2.95 
Standard 
deviation 
1.3367 
1.6053 
1.1347 
1.1310 
1.1851 
1.4891 
1.8208 
1.3157 
1.1633 
1.1099 
1.2427 
1.1715 
1.1692 
1.1249 
1.3484 
1.4784 
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Satisfaction of Services for Punjab National Bank 
Table 4.6(d) 
Satisfaction Variable 
Service scape 
Parking space 
Attitude of the bank staff 
Information dissemination 
Query handling 
Networking 
ATM 
Debit card 
Credit card 
Demand draft 
Fixed deposit 
Money transfer 
Locker facility 
Dmat 
Tele banking 
Net banking 
Average mean 
Mean 
3,5935 
4.1951 
3.4634 
3.8374 
3.8049 
3.7886 
2.3984 
3.5447 
3.5366 
3.4065 
3.3171 
3.5285 
3.3008 
3.3902 
3.6179 
3.6179 
3.52 
Standard 
deviation 
1.5141 
1.6026 
1.3200 
1.4450 
1.4635 
1.7285 
1.4357 
1.5484 
1.5749 
1.5302 
1.3264 
1.4784 
1.5254 
1.3283 
1.5708 
1.4628 
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Satisfaction of Services for State Bank of India 
Table 4.6(e) 
Satisfaction Variable 
Service scape 
Parking space 
Attitude of the bank staff 
Information dissemination 
Query handling 
Networking 
ATM 
Debit card 
Credit card 
Demand draft 
Fixed deposit 
Money transfer 
Locker facility 
Dmat 
Tele banking 
Net banking 
Average mean 
Mean 
3.2593 
3.7531 
3.4074 
3.4074 
3.7284 
3.4444 
2.8889 
3.0988 
2.8642 
3.1358 
3.0000 
2.8889 
3.0741 
3.5802 
3.5432 
3.6543 
3.29 
Standard 
deviation 
1.4558 
1.7856 
1.6791 
1.4386 
1.6433 
1.8507 
1.5411 
1.3748 
1.2016 
1.3393 
1.1726 
1.4318 
1.4386 
1.4130 
1.6051 
1.5424 
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Figure 4.4 shows significant difference in satisfaction of the customer with the 
services provided by the bank. 
Satisfaction of the Customer with Various Services in Five Banks 
Figure 4.4 
c 
(0 
CD 
1.00 2.00 3.00 4.00 5.00 
HDFC IDBI ICICI PNB SBI 
The results show that there is significant difference among the satisfaction of 
the customer with the services of these five banks. Table 4.6(f) 
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Significant Difference with Satisfaction of Services Provided by Banks. 
Table 4.6(f) 
Factor 
Traditional Facilities 
Multi Channel Banking 
Internal Marketing 
Reliability Coefficient 
Alpha = .8637 
Alpha = .8656 
Alpha = .8160 
F test 
F(4,550)=9.57,p< .000* 
F(4,550)=3.083,p<.016* ' 
F(4,550)= 9.59,p< .000* 
* statistically significant at p<.05 level 
The Analysis in section 4.7 compreliensively establishes a relationship 
between the satisfaction of the customer and the bank. The significance value 
of .00 also tells us that there is significant difference in satisfaction of the 
customer among the five different banks. Thus, Hoze the null hypothesis is 
rejected. 
4.8 Results of satisfaction of the current account customers 
and savings account customers with the bank's services. 
The three relationship dimensions which were identified with Factor Analysis 
namely, Traditional Facilities, Multi Channel Banking and Internal Marketing 
were put through independant t test to determine whether there was any 
significant difference among satisfaction of the current account customer and 
savings account customer with the five banks taken for study in this research. 
Table 4.7(a) represents the results in satisfaction of saving account customer. 
Savings account customers have maximum satisfaction with ATM services, 
debit card, credit card, and money transfer. Least satisfaction is indicated with 
parking space. Current account customers have maximum satisfaction with 
ATM usage, money transfer, service scape and parking space. Least 
satisfaction is with information dissemination by the bank. Table 4.7(b) 
represents this information. The results of t test which indicate difference in 
satisfaction of the current and savings account can be seen in table 4.7(b). 
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Satisfaction with Services of Savings Account Customer 
Table 4.7(a) 
Satisfaction 
Variable 
Service scape 
Parking space 
Attitude of the 
bank staff 
Information 
dissemination 
Query handling 
Networking 
ATM 
Debit card 
Credit card 
Demand draft 
Fixed deposit 
Money transfer 
Locker facility 
Dmat 
Tele banking 
Net banking 
IVIean 
2.9856 
3.9279 
3.0396 
3.2721 
3.2054 
3.3153 
2.6541 
2.9423 
2.9964 
2.9766 
3.0614 
2.9856 
3.1514 
3.2966 
3.3370 
3.4613 
Standard 
Deviation 
1.4332 
1.6362 
1.3879 
1.4052 
1.5132 
1.6465 
1.5573 
1.4002 
1.6013 
1.3798 
1.3009 
1.3739 
1.3145 
1.2707 
1.4541 
1.5176 
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Satisfaction with Services of Current Account Customer 
Table 4.7(b) 
Satisfaction 
variable 
Service scape 
Parking space 
Attitude of the 
bank staff 
Information 
dissemination 
Query handling 
Networking 
ATM 
Debit card 
Credit card 
Demand draft 
Fixed deposit 
Money transfer 
Locker facility 
Dmat 
Tele banking 
Net banking 
Mean 
2.0000 
2.5220 
3.5110 
4.0549 
3.5000 
3.7198 
2.8242 
3.7308 
3.1593 
3.4176 
3.4176 
3.3352 
3.1868 
3.2857 
3.2363 
3.4545 
Standard 
deviation 
.0000 
.7846 
1.4669 
1.6744 
1.4819 
1.4465 
1.5276 
1.8113 
1.6956 
1.5274 
2.0869 
1.4424 
1.2341 
1.5108 
1.4992 
1.3515 
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Independent Sample t Test (Saving and Current Account Customers) 
Table 4.7(c) 
Factor 
Traditional 
Facilities 
Multi Channel 
Banking 
Internal Marketing 
t Statistic 
-4.98 
-3.58 
-5.92 
Prob> T 
.000 
.000 
.000 
standard Error 
8.752E-02 
.1081 
9.803E-02 
The Analysis in section 4.8 comprehensively establishes a relationship 
between the satisfaction of the current and saving account customer and the 
bank .The significance value of .00 also tells us that there is significant 
difference in satisfaction of the current and savings account customer among 
the five different banks. Thus, the H027 null hypothesis is rejected. 
4.9 Overall Statistical Analysis 
4.9.1 Number of Customers with Banks 
The total number of respondents in this research is 560. The five banks had 
the following number customers who were contacted. 
The total number of customer with these five banks are shown in Table 4.8(a) 
and figure 4.5. 
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Number of Customers in Each of the Banks 
Table 4.8(a) 
Banks 
HDFC(1) 
IDBI(2) 
ICICI (3) 
PNB(4) 
SBI(5) 
Customers 
180 
72 
99 
128 
81 
Number of Customers in Each Bank 
Figure 4.5 
SBI(5) 
14% 
PNB(4) 
23% 
ICICI (3) 
18% 
HDFC(1) 
32% 
IDBI(2) 
13% 
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4.9.2 Savings & current account customers 
The number of current and saving account holders is shown in table 4.8(b) 
and figure 4.6. 
Types of Account 
Table 4.8(b) 
Type of Account 
Savings (1) 
Current (2) 
No. of Customers 
373 
187 
Number of Customers Having Savings and Current Accounts 
Figure 4.6 
Current (2) 
33% 
Savings (1) 
67% 
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4.9.3 Experience while opening the account 
The overall experience of the customers is good while opening the account in 
any of these five banks. The mean is 2.5 for experience on a scale of 1 to 7. 
Figure 4.7 depicts this experience. 
Overall Experience While Opening Account in The Bank 
Figure 4.7 
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4.9.4 Satisfaction with service parameters 
Satisfaction with service parameters which include service scape parking 
space, attitude of the bank staff, information dissemination, query handling 
and network of branches can be seen in table 4.8(c). The graphical 
representation of this parameter can be seen in Figure 4.8. 
Satisfaction with General Service Parameters 
Table 4.8(c) 
Service Parameters 
Service scape 
Parking space 
Attitude of bank staff 
Information 
dissemination 
Query handling 
Network of branches 
Mean 
2.5389 
2.9856 
3.9279 
3.0396 
3.2721 
3.2054 
Standard Deviation 
1.1029 
1.4332 
1.6362 
1.3879 
1.4052 
1.5132 
Satisfaction with Overall Parameters 
Figure 4.8 
Network of 
branches 
Query handling 
Information 
dissemination 
Attitude of bank 
staff 
Parking space 
Service scape 
3.2054 
3.2721 
3.0396 
3.9279 
2.9856 
2.5389 
3 4 5 
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4.9.5 Satisfaction with specific bank service parameters 
The specific bank parameters include the ATM, debit card, credit card, 
demand draft facility, fixed deposit schemes, money transfer, locker facility, D 
mat facility. Tele banking, mobile banking, and Net banking. The satisfaction 
of the customer with these parameters can be seen in table 4.8 (d) and Figure 
4.9. 
Satisfaction with Services Involving Transactions With The Customer 
Table 4.8(d) 
Specific Service 
Parameter 
ATM 
Debit card 
Credit card 
Demand draft facility 
Fixed deposit 
Money transfer 
Locker facility 
Dmat facility 
Tele banking 
Net banking 
Mean 
2.6523 
2.9423 
2.9694 
2.9802 
3.0613 
2.9874 
3.1514 
3.3207 
3.3532 
3.3387 
Standard Deviation 
1.5581 
1.4002 
1.3599 
1.3824 
1.2998 
1.3734 
1.3145 
1.2738 
1.4562 
1.4683 
Satisfaction with Specific Bank Service Parameters 
Figure 4.9 
Net banking 
Tele banking 
Dmat facility 
Locker facility 
Money transfer 
Fixeddeposit 
Demand draft facility 
Creditcard 
Debit card 
ATM 
13.3387 
13.3532 
13.3207 
13.1514 
12.9874 
13.0613 
2 2.9802 
] 2.9694 
I 2.9423 
0.5 1.5 
—r-
2 
12.6523 
1 — 
2.5 3.5 
—I 
4 
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4.9.6. Satisfaction with loans 
Satisfaction witli liome loan, car loan, personal loan, education and business 
loan can be seen in table 4.8(d) and the trend in figure 4.10. Satisfaction is 
most with car loan followed by home and personal loan. 
Satisfaction with Loans 
Table 4.8(e) 
Type of Loan 
Home Loan 
Car Loan 
Personal Loan 
Education Loan 
Business Loan 
Mean 
3.0455 
2.8780 
3.3370 
3.4555 
3.3279 
Standard Deviation 
1.4742 
1.5366 
1.4852 
1.2043 
1.1698 
Satisfaction with Loans 
Figure 4.10 
HOMB.OA CARLOAN PBRSONAL EDUCATXD BUSINESS 
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4.9.7. Satisfaction with attributes of service quality 
The quality attributes in a bank with respect to its services are processing time 
for pass book updation, cheques, withdrawal / deposit of money, sanction of 
loan. Processing fee charged by the bank for its various services. 
Acceptability of debit and credit cards, papenwork involved in operations, 
working days and hours of the bank, value added services of the bank. The 
satisfaction can be seen in table 4.8(f) and figure 4.11. 
Satisfaction with Attributes of Service Quality 
Table 4.8(f) 
Service Attribute 
Passbook updation 
Cheque 
Withdrawl / deposit 
Loan sanction 
Processing fee 
Paper work 
Working days 
Working hours 
Value added services 
Mean 
2.6054 
2.6697 
2.6703 
3.2532 
3.3085 
3.3237 
2.9189 
2.9982 
3.3105 
Standard Deviation 
1.3493 
1.3770 
1.3278 
1.3151 
1.2646 
1.3601 
1.4176 
1.4489 
1.4349 
Satisfaction with Quality of Service Attributes 
Figure 4.11 
Value added services 
Working hours 
Working days 
Paper work 
Processing fee 
Loan sanction 
Withdrawl / deposit 
Cheque 
Passbook updation 
3105 
2.6703 
2.6697 
3237 
J.3085 
3.2532 
Analysis and Results 
4.9.8. Satisfaction with ATM facility of banks 
The satisfaction with ATM facility of the banks was based on proximity, 
linguistic variance, cash limits, efficiency, and password security. The 
satisfaction level can be seen in table 4.8(g) and Figure 4.12. 
Satisfaction witli ATM Facility 
Table 4.8(g) 
ATM parameters 
Proximity 
Linguistic variance 
Cash limit 
Efficiency 
Password security 
Mean 
2.0179 
2.8101 
2.8638 
2.7330 
2.6248 
Standard Deviation 
1.3451 
1.4836 
1.2481 
1.2748 
1.3321 
Satisfaction with ATM Facility 
Figure 4.12 
2.8101 2.8638 
/ 71 2.733 2.6248 
/ 71 
^ ^ 
Proximity Linguistic Cash limit Efficiency Password 
variance security 
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4.9.9. Overall opinion and banking habits 
The opinion of the customer on how he operates his account, where does he 
look for information about the bank, does he refer the bank to others and how 
does he do his purchases. Most of the customers operate their account on 
their own. The information about the bank is obtained through hoardings or 
radio. Majority refers the bank to others and makes their purchase paying by 
cash. The results can be seen in table 4.8(h) and Figure 4.13. 
Overall Opinion and Banking Habits 
Table 4.8(h) 
Overall opinion & 
banking habits 
Account operation 
Information about the 
bank 
Refer bank to others 
Purchase by the 
customer 
Mean 
1.0847 
4.7874 
1.1604 
1.4288 
Standard deviation 
.3917 
2.7629 
.3817 
.9151 
Overall Opinion and Banking Habits 
Figure 4.13 
4.7874 
Account Information Refer bank to Purchase by the 
operation about the bank others customer 
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4.9.10 Information seeking by the customer 
HDFC banks customers gained information through advertisements on 
Hoardings. IDBI, PNB & SB!, bank customers gained information through 
advertisements through Radio. ICICI banks customers gained information 
through Relatives & Friends. This is evident from the table 4.8(i) and figure 
4.14. 
Information Seeking by the Customer 
Table 4.8(1) 
Variable 
Information 
seeking 
Mean 
4.6952 
Mean 
HDFC 
4.4335 
Mean 
ICICI 
5.9959 
Mean 
IDBI 
4.890 
Mean 
PNB 
4.8521 
Mean 
SBI 
4.5238 
Information Seeking by the Customer 
Figure 4.14 
4-89 4.8521 
/—71 zi 4.5238 
/—71 
1 1 r 
Mean HDFC ICICI IDBI PNB SBI 
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4.9.11 Bank wise demographics of the customer 
The customers of PNB and SBI are with age above 35 years. Customers with 
ICICI and IDBI are between age group of 25 - 35 years. Customers with 
HDFC are less than 25 years. The customers of ICICI, IDBI and HDFC were 
graduates and post graduates where as of PNB and SBI were mainly 
graduates. This can be seen from table 4.8(h) and figure 4.15. 
Overall and Bank Wise Demographics of the Customer 
Table 4.8(j) 
Demographic 
Variable 
Gender 
Marital Status 
Income 
Age 
Education 
Occupation 
Mean 
overall 
1.3045 
1.5487 
2.6523 
2.2829 
4.3910 
2.9171 
Mean 
HDFC 
1.3842 
1.6552 
2.7143 
1.6059 
4.9335 
2.9507 
Mean 
ICICI 
1.3699 
1.5479 
2.6301 
2.1781 
4.83151 
2.7123 
Mean 
IDBI 
1.3049 
1.4146 
2.8780 
2.5122 
4.4390 
2.7073 
Mean 
PNB 
1.3803 
1.3803 
2.739 
3.1127 
3.8873 
2.6972 
Mean 
SBI 
1.4762 
1.6071 
2.5119 
3.0000 
4.13929 
3.2500 
Overall and Bank Wise Demographics of the Customer 
Figure 4.15 
HDFC 
D Gender • Marital Status D Income DAge • Education D Occupation 
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CHAPTER FIVE: CONCLUSIONS, RECOMMENDATIONS 
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5.1 Summary of Findings. 
5.2 Hypothesis Testing. 
5.3 Conclusions. 
5.4 Proposed Recommendations and Suggestions. 
5.5 Proposed Model of Customer Satisfaction. 
5.6 Future Direction of Research. 
Conclusions, Recommendations and Future Directions of Research 
CONCLUSIONS, RECOMMENDATIONS AND FUTURE 
DIRECTIONS OF RESEARCH 
CHAPTER FIVE 
Chapter overview 
This chapter is divided into two parts. The first part of this chapter discusses 
the summary of the results and second part discusses the result of the 
research along with conclusions and proposed recommendations and 
suggestions. Finally, a model of customer satisfaction has been proposed. 
5.1 Summary of the findings 
This section consists of three sub sections viz. Section A, Section B and 
Section C. 
In Section A findings were based identification of relationship dimensions in 
the Indian banking sector which results in satisfaction of the customer. The 
statistical tool used is factor analysis which is a data reduction technique 
available in SPSS (windows 10.0). Relationship between satisfaction of the 
customer and performance is established through use of regression analysis. 
In Section B further significant difference in satisfaction among savings and 
current account holders and among customers of five banks under study is 
presented. 
For a birds eye view, the summarized tables of results in terms of statistical 
significance for various customer satisfaction variables is given at end of 
each section. 
In Section C the major findings relate to overall satisfaction of the customer 
with all the variables under study. The mean and standard deviation was 
calculated for all the variables of satisfaction for five banks under study. 
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Section A: 
Identification of Relationship Dimensions in the Indian Banking Sector 
The data was subjected to Principal Component Analysis, a method 
categorized under the broad area of Exploratory Factor Analysis. After 
extracting the Eigen Values the sixteen variables were reduced to three 
Principal Components through varimax rotation method. 
After the number of extracted factors is decided upon, the next task is to 
interpret the name of the factors. This is done by the process of identifying 
which factors are associated with which of the original variables. 
Factor Analysis was used to summarize the sixteen "customer satisfaction 
variables "into smaller sets of linear composites that preserved most of the 
information in the original data set. Factor one had all the statements dealing 
with facilities provided by the bank. These were named as Traditional 
Facilities (Interactions with the bank). 
Factor two had all the statements related to convenience to the customer 
without actually going to the bank. This factor was named as Multi Channel 
banking. The statements which load into factor three are all concerned with 
how is the behavior of the employees and environment of the bank. This 
factor was named as internal marketing. A three factor solutions best 
described the data Table 5.1. 
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Summary of results: Results of Factor Analysis and Relationship 
Between Customer Satisfaction and Performance of the Banks 
Table 5.1 
a. 
1 
2 
3 
4 
5 
b. 
6 
7 
8. 
9. 
10. 
c. 
11. 
12. 
13. 
14. 
15. 
16. 
Identification of the factors 
(Independent variables) 
Principal Component one 
Traditional Facilities 
Demand draft facility 
Fixed deposits 
Money transfer 
Locker facility 
ATM 
Principal Component two 
Multi Channel Banking 
Debit card 
Credit card 
Tele banking 
Net Bank 
Dmat 
Principal Component three 
Internal Marketing 
Service Scape 
Parking Space 
Attitude of Bank staff 
Dissemination of information 
Query handling 
Networking 
Performance of 
the banks 
(dependant 
variable) 
Sales/branch 
Sales/employee 
PBIT/branch 
PBIT/employee 
Sales/branch 
Sales/employee 
PBIT/branch 
PBIT/employee 
Sales/branch 
Sales/employee 
PBIT/branch 
PBIT/employee 
a 
92.96 
(1.29) 
1.89 
(2.64) 
3.22 
(2.54) • 
0.153 
(1.33) 
226.52 
(2.06) 
1.38 
(.662) 
1.70 
(0.44) 
0.143 
(0.58) 
115.85 
(1.09) 
2.48 
(2.39) 
4.17 
(2.17) 
0.202 
(1.23) 
P 
-26.71 
(1.09) 
-0.506 
(2.08) 
-0.94 
(2.18) 
0.044 
(1.14) 
-65.88 
(1.93) 
-0.301 
(0.465) 
0.38 
(0.32) 
.051 
(.672) 
-31.23 
(0.961) 
-0.64 
(2.00) 
-1.14 
(1.93) 
0.055 
(1.09) 
R^  
.284 
.591 
.614 
.303 
1 
i 
.556 
.067 
.032 1 
.131 
1 
1 
.235 1 
.570 
.550 
.287 ; 
Statistically significant at p<.05 level 
Figures in parentheses showt-values 
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The relationship between satisfaction and performance of the banks is 
established. The performance of the banks (dependent variable) was 
determined on the basis of Sales per branch, Sales per employee, PBIT per 
branch, PBIT per employee of the five banks. Data for average sales and 
profit before interest and tax (PBIT) is calculated for four years data (Year 
2000 to year 2003). The data was taken from Prowess. The satisfaction of the 
customer (independant variable) was weighted average factor scores for the 
five banks under study. 
Section B: 
\n order to assess reliability, the Cronbach alpha was determined for each 
construct (factor) identified through factor analysis. The Cronbach alpha 
construct is deemed to be reliable. All constructs met reliability criteria, as the 
lowest alpha was .816 for factor three i.e. Internal Marketing. There is 
significant difference in satisfaction levels of current and savings account 
holders, and significant difference in satisfaction among customers of the five 
banks. 
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Summary of Results: Reliability Analysis, Difference In Customer 
Satisfaction Among Five Banks and Difference In Satisfaction 
Among Current and Savings Account Customers 
Table 5.2 
' a. 
1 
2 
3 
4 
5 
b. 
6 
7 
8. 
9, 
10, 
c. 
11. 
12. 
13, 
14. 
15. 
16. 
Principal 
Component 
One 
Traditional 
Facilities 
Demand draft 
facility 
Fixed deposits 
Money 
transfer 
Locker facility 
ATM 
Principal 
Component 
Two 
Multi 
Channel 
Banking 
Debit card 
Credit card 
Tele banking 
Net Bank 
Dmat 
Principal 
Component 
Three 
Internal 
Marketing 
Service Scape 
Parking Space 
Attitude of 
Bank staff 
Dissemination 
of information 
Query 
handling 
Networking 
Reliability 
Coefficient 
Alpha = .8637 
Reliability 
Coefficient 
Alphas ,8656 
Alpha=.816 
Difference in 
satisfaction 
among customer 
of five banks 
Ftest 
F(4,555)=9.57,p< 
.000* 
Difference in 
satisfaction 
among customer 
of five banks 
Ftest 
F(4,555)=3.083,p< 
.016* 
F(4,555)=9.59,p< 
.000* 
Savings & 
current 
account 
customer 
T test 
T( 555)=-
4.98,p<.000 
Savings &. 
current 
account 
customer 
T test 
T( 555)=- 1 
3.58,p<.000-
' 
T( 555)=-
5.92,p<.000- \ 
Statistically significant at p<.05 level 
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Section C: Overall Satisfaction with the Bank 
Taking into account general service parameters customers have maximum 
satisfaction with service scape followed by parking space and dissemination 
of the information to the customers, and least satisfaction with attitude of the 
bank staff followed by query handling by the staff and network of banks 
branches with each other. 
The maximum satisfaction of the customer is with ATM followed by debit card, 
credit card, demand draft facility and money transfer. Least satisfaction is with 
tele banking, net banking, D mat facility and fixed deposits. The maximum 
satisfaction of the customer was with car loan followed by home and personal 
loan. Least satisfaction is with business and education loan. The maximum 
satisfaction is with pass book updation followed by cheque clearing, 
withdrawal and deposit of money followed by working days and working 
hours. The least satisfaction is with processing fee, sanction of loan and 
paper work involved. 
Maximum satisfaction is with proximity of the ATM machine, followed by 
password security and efficiency. Least satisfaction is with cash limit 
withdrawal and linguistic variance. 
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Summary of Results of Overall Satisfaction with Banks Various Services 
Table 5.3 
1 
2 
3 
4 
5 
6 
f 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
Satisfaction variable in the bank 
General Service Parameters 
Service Scape 
Parking Space 
Attitude of Bank Staff 
Information Dissemination 
Query Handling 
Network of Branches 
Specific Service Parameters 
ATM 
Debit card 
Credit card 
Demand draft facility 
Fixed deposit 
Money transfer 
Locker facility 
D mat facility 
Tele banking 
Net banking 
Satisfaction with Loan 
Home loan 
Car loan 
Personal loan 
Education loan 
Business loan 
Satisfaction with various service 
attribute 
Passbook Updation 
Cheque clearing 
Withdrawl / Deposit of money 
Loan sanction 
Processing fee 
Paper work 
Working days 
Working hours 
Satisfaction with ATM service 
ATM proximity 
ATM linguistic variance 
ATM cash limit 
ATM efficiency 
ATM password security 
Mean 
2.5389 
2.9856 
3.9279 
3.0396 
3.2721 
3.2054 
2.6523 
2.9423 
2.9694 
2.9802 
3.0613 
2.9874 
3.1514 
3.3207 
3.3532 
3.3387 
3.0455 
2.8780 
3.3370 
3.4555 
3.3279 
2.6054 
2.6697 
2.6703 
3.2532 
3.3085 
3.3237 
2.9189 
2.9982 
2.0179 
2.8101 
2.8638 
2.7330 
2.6248 
Standard Deviation 
1.1029 
1.4332 
1.6362 
1.3879 
1.4052 
1.5132 
1.5581 
1.4002 
1.3599 
1.3824 
1.2998 
1.3734 
1.3145 
1.2738 
1.4562 
1.4683 
1 .,4742 
1.5366 
1.4852 
1.2043 
1.1698 
1.3493 
1.3770 
1.3278 
1.3151 
1.2646 
1.3601 
1.4176 
1.4489 
1.3451 
1.4836 
1.2481 
1.2748 
1.3321 
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5.2 Hypothesis testing 
The Hypothesis as stated was tested in the study. 
Hon: There is no relationship between the variables which satisfy the 
customer among each other. 
Hoi2: There is no relationship between Sales/ Branch and Traditional 
facilities provided by the bank 
Hoi 3: There is no relationship between Sales / Branch and Multi 
Channel Banking. 
Hou: There is no relationship between Sales / Branch and Internal 
Marketing. 
Hoi 5: There is no relationship between Sales / Employee and 
Traditional facilities. 
Hoie: There is no relationship between Sales / Employee and Multi 
Channel banking. 
Hoi7: There is no relationship between Sales / Employee and Internal 
Marketing. 
H018: There is no relationship between PBIT/ Branch and Traditional 
facilities provided by the bank 
H019: There is no relationship between PBIT/ Branch and Multi Channel 
Banking. 
H021: There is no relationship between PBIT/ Branch and Internal 
Marketing. 
H022: There is no relationship between PBIT/ Employee and Traditional 
facilities. 
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H023: There is no relationship between PBIT / Employee and Multi 
Channel banking. 
H024: There is no relationship between Sales / Employee and Internal 
Marketing. 
H025: There is no relationship between satisfaction of the customer and 
performance of the banks. 
Ho26: There is no significant difference in satisfaction among customers 
of the five banks. 
H027: There is no significant difference in satisfaction among savings 
and current account holders with respect to satisfaction of 
services 
The Null Hypothesis was rejected. This can be seen in table 5.4. 
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Summary of Hypothesis 
Table 5.4 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
10. 
Results 
The Satisfaction variables are 
related to each other 
There is relationship between 
Sales/ branch and Traditional 
facilities 
There is relationship between 
Sales/ branch and Multi channel 
banking 
There is relationship between 
Sales/ branch and Internal 
marketing 
There is relationship between 
Sales/ employee and Traditional 
facilities 
There is relationship between 
Sales/ employee and Multi 
channel banking 
There is relationship between 
Sales/ employee and Internal 
marketing 
There is relationship between 
PBIT/ branch and Traditional 
facilities 
There is relationship between 
PBIT/ branch and Multi channel 
banking 
Significance 
.000 
4221.02 (Chi 
Square Statistic) 
a 
92.96 
(1.29) 
226.52 
(2.06) 
115.85 
(1.09) 
1.89 
(2.64) 
1.38 
(.662) 
2.48 
(2.39) 
3.22 
(2.54) 
1.70 
(0.44) 
Hypothesis 
Hol l 
Rejected 
P 
-26.71 
(1.09) 
Hoi 2 Rejected 
-65.88 
(1.93) 
HOI 3 Rejected 
-31.23 
(0.961) HOI 4 
Rejected 
-0.506 
(2.08) H015 
Rejected 
-0.301 
(0.465) HOI 6 
Rejected 
-0.64 
(2.00) HOI 7 
Rejected 
-0.94 
(2.18)H018 
Rejected 
0.38 
(0.32) H019 
Rejected 
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11. 
12. 
13. 
14. 
15. 
16. 
17. 
There is relationship between 
PBIT/ branch and Internal 
marketing 
There is relationship between 
PBIT/ employee and Traditional 
facilities 
There is relationship between 
PBIT/ employee and Multi 
channel banking 
There is relationship between 
PBIT/ employee and Internal 
marketing 
There is Relationship between 
customer satisfaction and 
performance of the banks 
There is Significant difference in 
satisfaction of the customers of 
five banks 
There is Significant difference in 
satisfaction of current and 
savings account holders 
4.17 
(2.17) 
0.153 
(1.33) 
0.143 
(0.58) 
0.202 
(1.23) 
Results in table 5.1 
Traditional Facilities 
F(4,555)=9.57, 
p< .000* 
Multi Channel 
marketing 
F(4,555)= 3.083, 
p<.016* 
Internal marketing 
F(4,555)= 9.59, 
p< .000* 
Traditional Facilities 
T( 555)= 
-4.98,p<.000 
Multi channel 
Marketing T( 555)= 
-3.58,p<.000-
Internal marketing 
T( 555)= 
-5.92, p<.000 
-1.14 
(1.93)H021 
Rejected 
0.044 
(1.14) H022 
Rejected 
.051 
(.672) H023 
Rejected 
0.055 
(1.09) 
H024 Rejected 
H025 
Rejected 
Ho26 
Rejected 
H027 
Rejected 
Figures in parentheses showt-values 
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5.3 Conclusions 
The findings of this study corroborate the observations of earlier researchers 
in the area of relationship marketing with focus on customer satisfaction. 
Firstly, there is an evolution from product, or brand, management to customer 
management (Sheth, 2005) and from product portfolio management to 
customer portfolio management (Johnson and Seines 2004). Using these 
data and analyses, firms began to focus on acquiring new customers, 
retaining their current customers (i.e., building long-term relationships), and 
enhancing these relationships through such activities as customized 
communications, customer satisfaction and cross selling and the 
segmentation of customers, depending on their value to the firm (Payne and 
Frow, 2005). This has resulted on focus on relationship marketing in today's 
competitive world. In this study identification of relationship dimensions is 
reviewed. 
Secondly, Implementation of these Relationship Marketing solutions also 
required firms to have a customer relational orientation (Jayachandran et al., 
2005; Srinivasan and Moorman, 2005) and to have processes in place to 
collect, analyze, and apply the acquired customer information. Using a multi 
firm (cross-sectional) database, (Srinivasan and Moorman, 2005) show that 
firms that invest more in relationship marketing activities and technology have 
greater customer satisfaction. Using another multi firm database, (Mithas, 
Krishnan and Fornell, 2005) show that the use of relationship marketing being 
associated with increased customer knowledge, is associated with greater 
customer satisfaction. In this study customer satisfaction variables are studied 
which are important in the banking sector to develop relationship marketing. 
Thirdly, the work of (Gupta, Lehmann, and Stuart, 2004) offers an excellent 
study linking performance with satisfaction. This area should be of particular 
interest to researchers who want to demonstrate the link between marketing 
activities and shareholder value (Srivastava, Shervani, and Fahey 1998). In 
general, relationship marketing creates the potential for firms to begin to treat 
Page 138 
Conclusions, Recommendations and Future Directions of Research 
as firm investments what were previously considered marketing costs (Rust, 
Lemon, and ZeithamI, 2000). Latest research show results that are consistent 
with this prior research they find that what customers experience, both within 
a particular firm and compared with other firms, drives what they believe they 
should receive or what they believe is fair and, thus, affects the firm's 
performance. 
Using a case study approach, (Ryals, 2005) showed in her research that one 
of the business units she studied was able to achieve a 270% increase in 
business unit profits. In this study satisfaction of the customer is linked with 
performance of the banks by implementing several straightforward 
relationship marketing measures. 
Studies relating to the development of relationship dimensions and objectives 
are still lacking in the relationship marketing literature. The conceptual model 
on customer expectations presented by (Sheth and Mittal, 1996) could 
provide the foundation for research in this area. According to (Keltner and 
Finegoid, 1996) banks are moving towards a relationship model of service 
delivery to gain a competitive advantage. 
Some of the key antecedents of customer satisfaction in retail banking have 
been ascertained where significance of consumer satisfaction in the 
competitive world of business and key antecedents to the formation of overall 
customer satisfaction is studied. (Jamal Ahmad, 2002) 
A study was done for marketing profitability. Organizations will always be 
attentive to maximizing profits and their success will be determined by how 
they manage the customer relationships. To contribute its full profit potential 
to the corporation, marketing must advance its customer-centric strategies 
and related measurements and analytic. Customer profitability management 
requires a multi-level marketing return on investment analysis covering a 
series of marketing activities that can be integrated and optimized for a 
customer or customer segment (Lenskold, James D, 2004). Satisfaction is a 
multi-dimensional construct which has been conceptualized as a prerequisite 
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for relationship quality. It has been attributed with three dimensions by 
(Crosby and Stevens, 1987) satisfactory interactions with personnel; 
satisfaction with the core service (the extent to which a service satisfies 
customers' needs); and satisfaction with the organization expectations, the 
different treatment of each customer, and the value of long-term relationships. 
Relationships help to create loyalty and satisfaction, and a number of studies 
have demonstrated their positive effects on profitability (Reichheld and 
Sasser, 1990; Rust and Zahorik, 1993; Storbacka ef a/., 1993). 
In this study the Regression Models establish the criteria that increase in 
customer satisfaction with respect to services provided by the banks results in 
better performance by the banks. The study aimed to establish that customer 
satisfaction results in building better relationships with customers through 
better services. Many service firms, including retail banks have been 
measuring customer satisfaction and quality to determine how well they are 
meeting the customer needs (Dabholkar, 1995). The current research 
contributes towards understanding relationship between satisfaction and 
performance. This is in line with empirical findings reported earlier (Anderson 
and Suvillan, 1993). As far as relational dimensions are concerned, the bank 
management has to ensure that employees are properly trained so that they 
can meet the needs of the customer. 
5.4 Proposed recommendations & suggestions 
Ideally, a research study in the area of marketing should try to achieve two 
things: 
1. It should broaden the knowledge base in the area of research. This is 
what experts refer to as fundamental or pure research. Primarily pure 
research gives a new direction to existing knowledge in that area. 
2. A good research study in any area of management including marketing 
should endeavor to point out a number of practical implications for the 
practitioners. These implications may help the practitioners to come out 
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with certain marketing problems. This is called applied aspect of research 
study. 
The present study , when conceived initially had these two things in mind ie , 
the results should broaden the existing knowledge base in the area of 
relationship marketing and customer satisfaction with respect to banking 
services and the findings should also provide certain suggestions to the 
practitioners which may help in developing relevant marketing strategies. 
Though, the present study is primarily academic in nature, yet it may trigger a 
series of further studies by the practitioners themselves, which may be helpful 
in developing marketing strategies in the banking sector. 
During last two decades the importance of relationship marketing and 
customer satisfaction has gained momentum. Marketers have tried to 
understand the role of relationship marketing in today's competitive world. 
Retention of the customer through satisfaction with services has also gained 
momentum. 
The present research work is also an extension of the pure and applied 
purposes. Though, the present study is limited to the Indian banking sector, 
its implications are important to other service sectors too. 
The areas of marketing in which the findings of this study may help are 
identification of the relationship marketing dimensions which are important in 
developing satisfaction of the customer towards the service provided by the 
banks. This will also lead to retention of the customer and development of 
retention strategies to retain older customers. This will help in reducing the 
cost of acquiring new customers. The study will give direction in providing 
quality services to the customer which will lead to increase in satisfaction. 
Customer satisfaction will further lead to better performance which has been 
proved in this research. Hence this research will help organizations to serve 
the customer better in order to satisfy, retain and provide quality of service to 
improve performance. 
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In the light of the findings of present study it is suggested that in order to 
increase the effectiveness of relationship marketing, marketers must find out 
the satisfaction variables which help a marketer to develop long term 
relationship with the customer finally retaining him for a lifetime; This results 
in profitability to the bank and further improves performance. This is also the 
current area of research in relationship marketing called "customer equity". 
The relationship dimensions in any service industry are those which satisfy 
the customer. Hence in this present research we have named the 
"relationship dimensions" as the "satisfaction vanables". The relationship 
dimensions in this research are the Traditional Services, Multi channel 
banking and internal marketing. The traditional services include variables like 
demand draft facility, fixed deposits, Money transfer, and locker facility. The 
customer definitely wants to get satisfied service with all these variables. Multi 
channel marketing includes debit card, credit card, tele banking, net banking 
and the ATM. With universal banking catching on today every bank is 
providing these services to the customer. Internal marketing includes 
variables like service scape, parking scape, query handling, network of 
branches, dissemination of information and attitude of the bank staff. Every 
customer needs satisfaction with these variables as well. We can infer that 
since the nature of services is such that interaction with the external customer 
of the internal customer is essential, satisfaction from these interaction play a 
very important role in developing relationships .The results in this research 
prove further that satisfaction of the customer varies from bank to bank and 
from customer to customer. 
Further we can see that if banks satisfy their customers it affects the 
performance of the in terms of sales and profitability tremendously. 
In Table 5.5 summarized version of the suggestions in form of marketing 
strategies for service sector (in these case banks) is given. The strategies are 
based on the findings of the present research. 
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Summarized Table for Suggested Marketing Strategies 
Table 5.5 
1 
a 
b 
c 
d 
e 
2 
f 
g 
h 
i 
Relationship 
Dimensions 
Traditional 
Facilities provided 
by the bank 
Demand draft facility 
Fixed deposits 
Money transfer 
Locker facility 
ATM 
Multi Channel 
Banking facility 
provided by the 
bank 
Debit card 
Credit card 
Tele banking 
Net banking 
Suggested Marketing 
Strategies 
Banks should provide a quick 
facility to meet this demand. 
Should provide a better rate of 
return. 
Banks should adopt the 
concept of "Universal 
banking"ie anytime any where 
banking. 
Should provide this facility at 
reasonable rent amount 
Essential service requirement. 
Should be provided by the 
bank in more number of places 
in every city. 
Card must be acceptable 
globally. 
Card must be acceptable 
globally. 
This facility should be prompt 
and available, anywhere, 
anytime. 
Security issues with this facility 
should improve. 
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J 
3 
k 
1 
m 
n 
0 
P 
4 
5 
6 
Relationship 
dimensions 
D mat 
Internal Marketing 
of the bank 
Service scape 
Parking space 
Attitude of bank staff 
Dissemination of 
information 
Query handling 
Networking 
Current and Savings 
account holders 
Improve performance 
of the banks 
Proposed model on 
relationship between 
performance and 
customer satisfaction. 
Suggested marketing 
strategies 
Essential service requirement. 
Should be provided by the 
bank 
Should give better satisfaction 
to the customer. 
Essential facility should be 
provided by the bank. 
Positive attitude of the staff 
helps in satisfying the 
customer. 
Should be Quick and efficient 
Should be handled giving 
utmost satisfaction to the 
customer. 
The concept of deposit / 
withdrawal and transfer of 
money should be possible at 
any branch of the bank 
throughout the country. 
The bank should provide 
specific services to each of 
these categories looking into 
their needs. 
The satisfaction with the above 
named relationship dimensions 
will lead to improved 
performance in terms of sales 
and profitability. 
Figure 5.1 
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5.5 Proposed model of customer satisfaction 
Referring to table 5.5 we come to the conclusion that performance of the 
banks is linked to satisfaction of the customer with various services as 
identified in this research as Traditional Facilities, Multi Channel Banking 
and Internal marketing. The proposed model can be seen in Figure 5.1. 
Satisfaction Model: Linking Customer Satisfaction With 
Performance Of Banks 
Figure 5.1 
PERFOPERFORMANCE OF SATISFACTION OF 
BANKS THE CUSTOMER 
I 
SALES/BRANCH 
SALES/EMPLOYEE 
PBIT/ EMPLOYEE 
PBIT/BRANCH 
1 
TRADITIONAL FACILITIES 
Hol2, Hol5, H018, H022 
MULTI CHANNEL BANKING 
H013, H016, H019, H023 
INTERNAL MARKETING 
Hoi4, Hon, Ho2i, Ho24 
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5.6 Future research directions 
As the geographical extent of this study was limited to Western Uttar 
Pradesh, Union territory of Delhi and Gurgaon (Haryana), India. Similar 
studies in other regions of the country would add both breadth and depth 
to our understanding of the banking services to customer and the 
requirement of the customer. 
Doing research by interviewing customers with different occupations, 
educational backgrounds, income, gender and age gave a better insight 
into the demand of the customer. Many service firms, including retail 
banks have been measuring customer satisfaction and quality to 
determine how well they are meeting the customer needs (Dabholkar, 
1995). The current research contributes towards understanding 
relationship between satisfaction and performance. This is in line with 
empirical findings reported earlier (Anderson and Suvillan, 1993). As far 
as relational dimensions are concerned, the bank management has to 
ensure that employees are properly trained so that they can meet the 
needs of the customer. 
Our findings imply that banks should take care of the needs of 
customers when introducing various services to them. Different 
customers have different needs. Thus the bank has to embark upon a 
strategy to serve customers with different occupations and educational 
backgrounds. This will provide better understanding of needs of various 
types of customers. Further research into this can give better insights to 
improve performance of the banks. Observational research may point a 
richer picture because it functions at real time and in real space (Mc 
Gee, 1997). One way to observe the customers is while they are 
transacting in the bank or using banks particular service. This can be 
videotaped. This will add more objectivity into research. 
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If age is taken as the criteria then research with respect to satisfaction 
with banks service for different age groups can be give better insight into 
satisfaction of the customer with a particular service. 
Most of the studies in the service sector are targeted at the urban 
customer. A study can be conducted with respect to the rural customer. 
Specific studies in detail can be conducted taking internet banking, ATM 
and tele banking. The satisfaction of the customer with respect to these 
services would provide a better insight to customer psyche. Further 
research in this direction can be on quality of service which also leads to 
customer satisfaction. Research into Customer satisfaction leading to 
retention of the customer can be done in order to fully understand the 
dynamics of satisfaction. 
Research into internal marketing and external marketing with respect to 
banking services will also provide insight into satisfaction and the 
relational paradigm of marketing. 
Relationship marketing literature is limited to non empirical research. 
Quantifying the relationship dimensions and understanding them will 
authenticate research in marketing in today's 'competitive environment. 
Most of the reported research on banking sector has been done in 
United States of America. Although many aspects in these reports are 
generalized to other countries. It is questionable whether these findings 
are relevant to banks in India. 
The body of research pertaining to multi channel banking and universal 
banking is presently fragmented. Although there has been lot of 
research in banking service sector but research with respect to these is 
limited. Research into these can provide better understanding of 
acceptability of newer services by the customer in India. This will also 
add to existing literature in relationship marketing and customer 
satisfaction. 
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Given the heterogeneous ethnicity found in India, as well different levels 
of economic development and social classes, additional replicate and 
extension efforts will be necessary to do justice to research in the 
banking sector. 
With new private and foreign banks coming to India satisfaction of the 
customer specifically with nationalized banks can be studied and 
improvisation suggested. 
Theoretically, the study fills an important gap in the literature that is 
exploring the satisfaction of the customer with Indian banks which can 
serve as a starting point on which further studies can be built. 
The new challenge for marketers is to pursue joint initiatives with 
Information technology. Future research might also look at developing a 
model of internet banking through information satisfaction dimension. 
Marketing plans need to be developed and implemented that integrate 
the full range of customer contact activities cross functionally. This 
implies a new opportunity for marketers to play a strategic role in 
financial services organizations. 
The relationship marketing area is notable for lack of empirical work. 
Profitability of investments in relationship marketing programmes can be 
researched. Researchers can work on relationship between quality, 
customer retention and shareholder value. 
The first and primary managerial implication of this study is that the banks are 
not at the same stage of infrastructure development and marketing 
institutional development and therefore a standardized global strategy 
affecting performance will not be valid in India. Therefore banks need to 
develop unique relationship marketing strategies based on the regions where 
they operate. In regions that have both high levels of infrastructure 
development and marketing institution development, the market penetration 
with relationship marketing strategies will be high and profitability will also be 
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high. Most firms will have to follow relationship marketing strategies or face 
failure. In banks with developed infrastructure and less developed marketing 
institutions, banks will need to develop alliances to out source relationship 
marketing development or develop their own marketing strategies. These 
relationship marketing strategies will be acknowledged slowly by customers, 
but will be highly profitable. Banks that do not follow relationship marketing 
strategies will face a cost disadvantage. Banks will be in danger of 
disintermediation if they do not develop relational orientation and satisfy the 
customers. Finally, this paper presents reasons why existing banks need to 
be cognizant of the emerging competition from banks practicing relationship 
marketing strategies. Banks need to be early adopters of this strategy or they 
will face competition from entrenched banks. 
This implication for bank managers is that they also need to pay greater 
attention to other aspects of CRM process implementation. Our results show 
that the alignment of organizational aspects (internal marketing) is a critical 
element in the CRM implementation effort. For example, a customer focus 
needs to be brought deeper into the functional areas of the company; it 
cannot be isolated among marketing managers. The installation of technology 
or CRM software (multi channel marketing) is not enough to ensure that a 
program will be profitable. Employees must be rewarded for engaging in CRM 
activities and customer-oriented behaviors. 
Banks must begin by identifying correctly the marketing challenge that they 
face in view of the adoption of multi channel banking by the customer. Banks 
must engage in a synergistic approach that aims at encouraging trial of the 
new services and remove barriers of adoption. Banks ought to work hard to 
do this in order to reap the existing profit potential from investment made in 
the newer services. The future remains bright for banks that understand the 
need to move beyond programs that merely reduce the cost of service 
delivery to marketing strategies. Banks ought to design comprehensive 
offerings that entice the desired target customer to open an account and 
maintain a profitable relationship for a lifetime. 
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APPENDIX IV 
Relationship Marketing Practices in the Indian 
Banking Sector 
Dear Sir/Madam, 
We are conducting research in relationship marketing practices in the 
Indian Banking Sector. We seek your general views about the Bank you 
have your account in. We assure you of full confidentiality of the 
information shared by you. 
Q1, Which is the Bank you have your account in? 
Q2. Nature of your Bank account 
n Saving a/c D Current a/c 
n Fixed Deposit D Loan a/c 
D Any other 
Q3. How was your experience while opening the account in your Bank? 
Q4. How would you rate the satisfaction level of the following service 
parameters provided by the bank? 
1-Extremely Good 
Service Scape (interiors) 
Parking Space 
Attitude of the bank staff 
Dissemination of 
Information 
Promptness in query 
handling 
Networking (branches) 
1 
1 
1 
1 
1 
1 
2 
2 
2 
2 
2 
2 
7-Extremely 
3 
3 
3 
3 
3 
3 
4 
4 
4 
4 
4 
4 
Bad 
5 
5 
5 
5 
5 
5 
6 
6 
6 
6 
6 
6 
7 
7 
7 
7 
7 
7 
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Q5. Are you satisfied with the following services provided by the Bank? 
(if they are provided by the bank) 
1-Extremely Satisfied 
ATM 
Debit Card 
Credit Card 
Demand Draft Facility 
Fixed Deposits schemes 
Money Transfer 
Locker Facility 
D-mat Facility 
Tele Banking 
Mobile Banking 
Net Banking 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
7-Extremely 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
unsatisfied 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
Q6. Are you satisfied with the following loans being provided by the bank ? 
1-Extremely Satisfied 7-Extremely unsatisfied 
Home loans 
Car loans 
Personal loans 
Education loans 
Business loans 
Over Draft Facility/ limits 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
3 
3 
4 
4 
4 
4 
4 
4 
5 
5 
5 
5 
5 
5 
6 
6 
6 
6 
6 
6 
7 
7 
7 
7 
7 
7 
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Q7. How would you rate the following attributes with respect to quality Service 
provided by the bank? 
1-Extremely Good 
Processing time 
a) Pass book updation 
b) Cheques 
c) Withdrawl/deposition 
d) Loan sanction 
Procession fee 
Acceptability (debit/credit 
cards) 
Paperwork involved in 
operation 
Working days 
Working hours 
Value added services 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
^-Extremely Bad 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
5 
•5 
5 
5 
5 
5 
5 
5 
5 
5 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
7 
7 
7 
7 ; 
7 i 
7 1 
7 • 
7 
7 ; 
7 
Q8. How would you rate the ATM card facility with respect to the following 
attributes? 
1-Extremely Good 
Proximity 
Linguistic Variance 
Cash limits 
Efficiency 
Password based security 
2 
2 
2 
2 
2 
7 
3 
3 
3 
3 
3 
-Extremely Bad 
4 
4 
4 
4 
4 
5 
5 
5 
5 
5 
6 
6 
6 
6 
6 
7 
7 \ 
7 
7 I 
7 
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Q9. How is your bank different from other banks? 
Q10. You're a/c is normally operated by 
n Self D Spouse D Employees D Children 
Q11. Where do you look for information for the services related to the bank? 
D TV ads D News paper D Magazine D Hoardings 
n Radio D Relative/friends D Awareness camps 
D Bank D Others 
Q12. Do you refer our Bank to others? 
D Yes D No 
Q13, How do you usually purchase? 
D Cash D Debit Card D Credit Card D Cheques 
Personal Information 
Gender 
Marital 
Status 
Male 
Married 
Female 
Unmarried Widow/Widower Separated Divorced 
Monthly Family 
Income 
Less than 10000 
10000-20000 
20000-30000 
30000-40000 
More than 40000 
Age 
Less than 25 
25 to 35 
35 to 45 
45 to 55 
More than 55 
Education 
Secondary 
Higher Secondary 
Undergraduate 
Graduate 
Postgraduate 
Occupation 
Home maker 
Service 
Self-employed 
Retired 
Student 
We sincerely thank you for giving up a part your valuable time and parting 
with very useful information that will help us a great deal in our research 
project. 
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